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Reshaping French Polic 


REPUBLIC CAN SAVE ITSELF 


By FELIX GOUIN 


, President of France 


Delivered to the Constituent Assembly, Paris, France, January 29, 1946 


HE Government of republican action over which I 

have the honor to preside could not fail at the moment 

of its presentation to the National Constitutent As- 
sembly. to salute, as befits, the great Frenchman who was as- 
suming the heavy burden of power only yesterday. 

Indeed our Government does not at all forget, any more 
than does the country itself, the immense place occupied in it 
by Monsieur le Genéral de Gaulle since the memorable day 
when once again was affirmed the eternal miracle of France, 
which always finds in her, at the fateful hours of her history, 
the men necessary for her destiny. 

‘To render homage to the one who was our guide so long 
and will not cease to be our pride is not only to admire his 
role and praise the worth of his acts but also to nurse the 
design of continuing his task. Then again it is to set for one- 
lt the goal of carrying it out to the end, devoting to it as he 
did the fierce energy which constantly animated him while he 
tought for the independence and liberty of the country. 

lrom his great example our Government will draw the 
strength of heart it needs at the moment, so heavy with perils, 
when it takes its turn at the helm. 


WrHorie Truori 


In this regard a first duty is imposed on us: That of telling 
the French the truth, the whole truth, hard as it may be, on 
the extent and continuousness of the efforts demanded of them 
by the situation we have found before us on the verge of 
powe r 

We believe France has enough reason and energy, enough 
courape and will, to face the difficult straits entered by the 
nation, which we call on as a whole to join the struggle for 
Its existence and its future. 

And here, gentlemen, are the harsh realities we must face. 

During the five terrible years of the war our soil, once 
so tertile, gradually has become impoverished for lack of 
labor, fertilizer and agricultural machinery. Nature un- 
happily has aggravated that terrifying anemia this very year. 

Less wheat, less meat, less wine, less potatoes, all of that 


places a first vital problem before each Frenchman which it 
devolves on the Government to solve without delay. 

Now I tell the country seriously, while weighing my 
words, our will in this respect will not, alas,:be able to per- 
form miracles, and thus it is that our only possibility as re- 
gards bread will doubtless be to keep the present amount of 
rations until the harvest; on condition, besides, of a faster 
and greater rate of deliveries and imports. 

For with the same difficulties, we say without ambiguity 
that we will have to reduce the allotment given rationed 
consumers, although it is insufficient. “The step will be taken 
without delay, for any procrastination might deprive France 
of wine altogether within two montlis. Only on that con- 
dition will the Government be able to maintain the present 
ration exclusively for manual workers. 

The situation is just as slim for meat, although in this 
field we have a large emergency stock, both in frozen meat 
of excellent quality and in preserved meat. This stock will 
see us through to the moment when we can find fresh meat. 
Until then the Government would not be able to distribute 
a ration other than that given at present if it did not hope 
to see the producers’ deliveries increase. 

The shortage of potatoes, so cruelly felt, is the work of a 
seriously short yield, with the harvesting of it made inefh- 
cient to boot by vacillating instructions. 

The Government will seek the means of parrying this 
regrettable situation without a truce, but it must say clearly 
that there is no prospect of perceptible improvement in view 
for the moment. 

Such, gentlemen, is the correct picture of the food situa- 
tion, which it is important for France to know in order to 
be able to judge fairly later the decisions we shall be called 
on to take, under the double slogan of speed and energy. 

Another great problem is the state of our ftmances, which 
governs that of our money. There again it is a duty to 
inform the country clearly, for only when it learns its true 
situation will it be able to face it with its habitual courage. 

In this respect, from the moment it was constituted the 
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Government found itself faced with a situation of a serious 
character that none can fail to recognize. In 1945 expendi- 
tures reached 532,000,000,000 [frances], covered by normal 
resources to the extent of only 37 per cent. Note circulation 
rose gradually in the course of the past weeks, reaching the 
figure of 580,000,000,0U0 franes in December. 


Bic Dericir Expecrep 

For 1946 the forecast remains just as severe: many of the 
budget estimates now are being passed to such an extent that 
a deficit of at least 309,000,000,000 must be expected for 
the fiscal year—harder to cover than last year for we do 
not have certain exceptional resources that supplied our 
budget last year. 

In addition it must be foreseen that in the course of eco- 
nomic recovery the sale of short term [Government] bonds 
will become harried and harder because of the trend of sav- 
ings toward private investments. 

If we allowed this dangerous cycle to continue without 
remedying it, France thereby would risk finding herself 
driven into an inflationist rush which would reduce the work- 
ing class, civil servants, pensioners and small investors to 
poverty, would discourage savings, would in short make all 
economic reconstruction and moral recovery of the land 
impossible. 

That is why it is the imperious duty of the Government 
to draw the country’s attention to the financial difficulties 
and the energetic measures that are demanded in all urgency 
to remedy them. 

As soon as possible the Government will place plans be- 
fore you on this subject for massive reduction of civil and 
military expenditures as well as its new plans for a fiscal 
effort demanded by the situation. Very heavy sacrifices will 
be demanded of all the French while seeing to it that they 
should be shared as fairly as possible. 

The freezing of wages and salaries that we plan must, 
therefore, be part of a general policy stopping the rise [in 
prices} of agricultural produce as well as of things of every 
kind needed for the daily life of the toiling classes. 

In our view, these reinforced economic and fiscal meas- 
ures must be the indispensable prelude to the country’s re- 
covery. To this end, the Government this very day is de- 
fining with precision the fields in which it intends to apply 
its nationalization program and those that will remain in the 
domain of free enterprise which can and should be the field 
for private investments. 

In the domain of public enterprise, to put an end to the 
uncertainties checking the resumption of business, the max- 
imum speed will be undertaken in voting the bill on elec- 
tricity and gas, the nationalization of certain big investment 
banks, of certain insurance companies and mining companies, 
the partial nationalization of the merchant marine, of river 
transport, of freightage via inland navigation and the trans- 
formations of former national corporations into the new 
forms. 

Immediate nationalization will be undertaken in the na- 
tionalized fields with the enterprises regrouped. A unified 
bookkeeping plan will be introduced so as to proceed easily 
with comparative analysis of their cost prices. 

In the domain of private enterprise a distinction will be 
made between fields of production that may appear to be re- 
suming sufficiently to diminish their controls and direct them 
progressively toward free operation and those in which short- 
ages will demand maintaining price controls. 

Here regulation, on the contrary, will be reinforced and 
made effective by exemplary penalties against the black mar- 
ket. The trade offices [wartime Government offices con- 
trolling each field of business] will be dissolved rapidly. 






Wherever their services must be maintained, these will be 
placed under the direction of the competent ministries as- 
sisted by equal-representation commissions in which all the 
interested classes of producers and wage-earners will be 
represented. 

In a general fashion, distribution will be made in a man- 
ner that will lead the country to mass production of stand- 
ard articles at low-cost prices, permitting an increase on 
consumption by the masses. 

Our luxury industries will be encouraged for their part, 
but exclusively aimed toward export so as to obtain for the 
country the indispensable capital for its economic re-equip- 
ment. 

Finally, reorganization of distribution will be undertaken 
with the idea of reducing the number of middlemen for 
each class of products and of simplifying the present system 
of profit margins, both in the method of calculating them and 
in the amounts. 

CHALLENGE DouBTerRs 

We do not hide the fact that such a policy can succeed 
only if it includes the thought-out adherence of the French 
nation as a whole and, from the start, of those who are its 
authorized representatives. 

It is to them we address ourselves solemnly on this day 
and we firmly believe they will hear us, because we have 
faith, as they do, in the Republic and in the normal play of 
democratic institutions. That is to say, we will resort in 
no case to decree-laws but to the confident and everyday 
collaboration of the nation’s representatives. 

It is with their aid and with the enthusiastic adherence 
of the peasant and working-class masses of the whole of 
our nation, joining in the recovery of the fatherland, that 
we intend to prove to certain superficial minds that the 
republic can save itself and can give proof of its qualities 
of efficiency and organization. 

War and its destructions, treason and its moral after- 
effects certainly have impoverished and enfeebled the country, 
but the latter has enough material resources and enough cre- 
ative intelligence within itself to look to the future with 
confident serenity in spite of the disquiet of the present 
moment. 

The Government's duty, in this field of ideas, will be to 
give an impetus and an ever faster rhythm to all branches 
of French activity. 

Work, produce, organize—those, then, are the essential 
aims to which the Government will assign itself, and the- 
comforting credit sheet we soon will present to the country 
will bear witness eloquently to its capacity for action, the 
signs of which are multiplying in agriculture as well as in 
commerce, industry, reconstruction, coal production and 
transportation. 

Continental France knows besides that for her recovery 
she can count not only on herself but also on all her children 
distributed over the different points of the globe who live 
in the shadow of her flag. 

After having called on them to sit in the National Con- 
stituent Assembly, thereby showing its [the Assembly’s] de- 
sire to satisfy their aspirations and their wishes, it pertains 
to you, my dear colleagues, in the Constitution you are 
drawing up, to mark a definite milestone in the orientation 
of French policy toward the territories overseas. ‘The spirit 
of fraternity of Republican France, one of the powers trium- 
phant over racism, will permit her to translate her principles 
of liberty and equality into deeds. 


RapIicAL Move Founp NEEDED 


We in no wise conceal the difficulties of our task, but the 
years through which we have just lived, the ideal for which 
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we have struggled with the aid of our brothers of all races, 
all colors and all creeds, have hastened developments up to 
the point where a revolutionary move must be accomplished. 

Certainly there still are cruel hours to be feared, since in 
distant Indo-China we have to assure the protection of our 
nation and of our loyal! friends and to safeguard a great 
work accomplished in the interests of the native populations 
themselves, many of whom show us a touching attachment 
in this trial. 

But we say very loudly that this work has only one goal: 
l’o assure the order needed there so that everybody can de- 
clare himself on the future political regime of those lands 
of full liberty and to reestablish the conditions for trusting 
and confident collaboration amony France and the nations 
and the people with whom she intends to walk the paths 
of democracy and freedom. 

After having brought out all these domestic problems, 
each of which is interdependent on the others, is it necessary 
to say that France in no wise forgets that interdependence 
also is the rule on international matters ? 

Just as after the first World War of 1914 and in spite 
of the disappointments that followed it, 
more fills the hearts of men. 

This hope is that which is placed in the maintenance, de- 
velopment and strengthening of the magnificent work ini- 
tiated at San Francisco by the United Nations. It represents 
the terms of a solid peace which at last will make the forces 
of reason [right] prevail over the right of force. 


a great hope once 


Vows Loyattry To ALLIES 


l'rance found her natural place there, for she was ever 
in the front rank of peoples concerned over international 
guarantees and collective security. She therefore will con- 
tinue to afirm her faith, her spirit of solidarity, her desire 
for hearty and confident collaboration with the peoples who 
were at her side in the test as they have not ceased to be 
since our liberation. 

In that field of ideals, and after having happily renewed 
the policy of alliance with the U.S.S.R. which has been a 
tradition of the republic for so many years, we intend to 
work together with England for mutually harmonious re 
lations, the prelude to a new and highly desirable alliance 
that could some day become part of a broad tripartite agree- 
ment among Russia, Great Britain and France. 

We intend also to tighten more than ever our community 
of principles, interests and goals with the great American 
republic, to which we are united by so many fraternal and 
tested bonds. 

kinally we will continue our cooperation with all Allied 
and friendly nations: with Czechoslovakia, Belgium, Ner- 
way, Holland, Luxembourg, Italy, the states of central and 
eastern Europe and South America, without forgetting the 
new China, which 


was our associate in the war just ended. 


lt is thus under the aegis of confident and reasoned inter- 
national collaboration that France will make an effort to 
make her legitimate concerns of security prevail as concerns 
(sermany. 


Security INDIVISIBLE 


‘bo internationalize the Ruhr, the arsenal of pan-German- 
ism, to prevent the reconstitution of a centralized and there- 
fore dangerous Germany for her immediate neighbors is 
simply to insure oneself against an offensive reestablishment 
of her warlike power. That is what the French nation 
wants, not only for its own security, but also for world se- 
curity, for security, like peace, is indivisible. 

Among the countries that France wishes to see join the 
United Nations Organization one day, the Provisional Gov- 
ernment of the republic is not forgetting its Spanish neigh- 
bor. For that, as has been said, Spain again must find the 
road of democracy. ‘The Government remains faithful to the 
declaration of the great powers on liberated nations, which 
undertakes to destroy, by joint aid to the democratic na 
tions, the last vestiges of nazism and fascism, and to permit 
these nations to establish the institution of their choice. 

The Government of the republic is decided for tts part 
to continue without cease to protect Spanish republican ref- 
ugees, to maintain and extend the hospitality that it has 
not ceased to accord them and to continue the international 
conversations in which it took the initiative in the interest of 
preserving—-on that problem as on all others—the entente of 
the great powers, with the hope of making the Constituent 
Assembly’s recently adopted resolution prevail. 

Such, gentlemen, is the policy guiding the Government 
that presents itself before you and for which it asks your 
contidence and, still more than that, your daily assistance 
because such assistance alone will be effective. 

It is composed, certainly, of men who, belonging to dif- 
ferent parties, sometimes were divided in daily action at a 
time when the latter bloomed in a climate of relative finan- 
cial well being which is no longer conceivable today. 

In such circumstances France always has reacted with that 
marvelous equilibrium that is hers alone and which ts made 
of moderation, of reason and also of profound political 
\“ isdom. 

‘That is why, ladies and gentlemen, three great parties 
have just become associates, have made public agreements, 
have joined together, not in lip service but from the bottom 
of their hearts, and together have taken oath to save France’s 
development and the republic’s hopes by their necessary unity. 

‘The vote of confidence we ask you to give thus will be an 
act of faith in the destiny of the Fatherland. Everything 
could be lost if we should come to give up. 

Let us then show the people from whom we come that 
the democracy has the will to live, and by that very act 
France will be saved. 


Nations’ Interests Coincide 


WARNING ON CHANGING OF CHARTER 
By ANDREI A. GROMYKO, U.S.S.R. Ambassador to U. 8. and Acting Chief of the Soviet Delegation to the UN.O 
Delivered before the United Nations Assembly, London, England, January 18, 1946 


HE first session of the General Assembly is an im- 
portant stave in the course of the struggle of the 
freedom-loving nations for peace and security. It is 
the logical development of the idea expressed in the declara- 
tion of the four powers adopted at the Moscow Conference 


of Foreign Ministers in October, 1943, which stated the 
necessity for creating an international organization to main- 
tain peace and security. 

Important stages in bringing this declaration into effect, 
as it is known, were: The conference in Dumbarton Oaks, 
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the Crimea Conference of the heads of the three powers, 
the conference in San Francisco and, finally, the work of 
the executive committee and the preparatory commission 
which worked out the recommendations. 

Completing an important stage in creating the interna- 
tional organization the present session is, at the same time, 
the start of the putting into effect of the principles of the 
Charter of the organization adopted at the conference in 
San Francisco. Eigttt months after the unconditional sur- 
render of the German aggressor, the United Nations are in 
a position to take practical steps to carry out the provisions 
of the Charter in order to provide for mankind peace and 
security. 

As it is known, the initiators of creating the United Na- 
tions Organization are the three outstanding statesmen of 
our time—Generalissimo Stalin, the late President Roosevelt 
and Mr. Churchill. The idea of the creation of such or- 
ganization is the expression of the aspirations of the peace- 
loving peoples to prevent the repetition of a tragedy similar 
to that which humanity has just endured. This is the ex- 
planation why the idea pronounced in the MIoscow L -clara- 
tion has met with whole-hearted support of al! tie United 
Nations. 

After the Moscow conference of 1943 and the conference 
in Dumbarton Oaks all the United Nations have participated 
in the creation of the organization. All subsequent work has 
been carried out in an atmosphere of cooperation between 
the democratic nations, big and small. In spite of the dif- 
ficulties which accompanied the drawing up of the Charter 
of the organization at the conference in San Francisco, the 
conterence, having created the Charter of the organization, 
has on the whole coped with a serious task of great historic 
significance. 

The Soviet delegation more than once emphasized at the 
conference in San Francisco the fact that the success of the 
new organization would directly depend on how the ex- 
perience of cooperation of the democratic countries during 
the war would be taken into account and to what degree in 
the future true collaboration of all member nations would 
take place. I mean true cooperation aimed at brinyiny into 
effect the principles and attaining the aims of the Charter. 
Without this the United Nations organization cannot realize 
the hopes placed upon it by the freedom-loving peoples of 
the world. 

Generalissimo Stalin in his well-known speech of Nov. 6, 


1944, said: 


“Tt will be a new, special, fully authorized interna- 
tional organization having at its command everything 
necessary to defend peace and prevent new aggression. 
Can we expect the actions of this world organization to 
be sufficiently effective? They will be effective if the 
great powers which have borne on their shoulders the 
main burden of the war against Hitlerite Germany 
continue to act in a spirit of unanimity and accord. 
They will not be effective if this essential condition is 
violated.” 


All the nations, big and small, are interested in security, 
stable peace and in preventing a repetition of new aggression. 
In this their interests completely coincide. “The endeavors 
to counterpose big states with small ones cannot be regarded 
with sympathy in the United Nations Organization, for this 
organization is the body to protect all the peace-loving states, 
big and small. This organization is designed to protect the 
interests of the big and small states against aggression. “T! 
counterposing of the big countries with the small ones h 
nothing in common with the principles of the United 


’ 


tions Organization, which has been created in the inter 


oT id 


of the struggle against aggressive states and their allies, and 
which united the big and small peace-loving countries in 
order to fight for peace and international security. 

Now the organ has already been established on which de- 
volves the most important task of maintaining peace—that 
is, the Security Council, which has the possibility to arrest 
at the very inception any attempt by aggressors to imperil 
again the peace, tranquil labor and freedom of the peoples. 
Thus the most important provisions of the Charter have al- 
ready found their practical application. The Soviet dele- 
gation, as well as other delegations, taking part in the pres- 
ent session, expresses the hope that the activities of the 
Security Council will, from the very beginning, be fruitful 
and effective and will be aimed at the realization of the main 
objects and tasks of the organization. 

No doubt we all have noticed how the role of the Security 
Council in the maintenance of peace has been emphasized 
by the last Moscow conference of the Foreign Ministers of 
the three powers. 

As it is known, this conference has, among other impor- 
tant questions, discussed the problem of using atomic energy 
for the purposes of international peace. In fhe terms of ref- 
erence, adopted by the conference, of a commission on atomic 
energy which, | suppose, will be set up by the General As- 
sembly, it is stated that the commission will function in 
accordance with directives and instructions of the Security 
Council. This is entirely in accordance with the role and 
place of this most important organ of the United Nations. 

In this connection the Soviet delegation wishes to draw 
the attention of the General Assembly to the fact that al- 
ready now, when the organization is just being born, voices 
are being heard from somewhere stating as if its Charter 
had already become obsolete and needs revision. Such allega- 
tions must be decisively rejected by all those who, not merely 
by words but by action, are trying to build up strong and 
etiective machinery for the maintenance of security. Such 
allegations are dangerous, and under certain conditions may 
lead to serious consequences. The observance of the Charter 
of the organization and its enforcement, not in word but 
in deed, is an indispensable condition for the successful and 
itful activities of all organs of the United Nations. 

I would like to draw your attention to the fact that the 
first session of the General Assembly is a test of its kind, 
showing how smoothly and effectively the new international 
machinery, created by the United Nations, is beginning its 
work. In a sense the first session of the General Assembly 
will be a precedent for the subsequent activities of this im- 
portant organ. 

That is why the Soviet delegation would like to sense at 
this session a sound and creative atmosphere capable of secur- 
ing the attainment of positive results. The United Nations 
Organization must differ from the League of Nations not 
only in the sense that it must be an effective instrument 
capable of defending the interests of peaceful life of the 
peoples, but also it must be a new body in the sense that in 
it there should prevail a sound atmosphere and new meth- 
ods of collective work. The revival of the methods applied 
in the League of Nations would cause nothing but harm to 
the United Nations Organization. The Soviet delegation 
considers that this observation is quite relevant and useful 
at this session. 

I have already pointed out that the observance of the 
Charter is an obligatory and fundamental condition for the 
fruitful activities of the organization. It is, however, nec- 
essary to point out that some provisions of the Charter, 
which must be carried out, are not yet being put into effect. 
In this connection, I would like to draw your attention only 
to those provisions of the Charter which have not vet found 


il 
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their practical realization. I mean the chapters relating to 
non-self-governing territories. 

Among the provisions of the Charter there are those con- 
cerning the establishment of a trusteeship system for the 
territories which have not yet been given independence. The 
trusteeship system, as it is provided for by the Charter, is 
an instrument designed to accelerate the giving of the status 
of national and state independence to all such peoples. That 
is why the speediest carrying out of the principles of trustee- 
ship declared in the Charter is one of the most important 
obligations of the member states of the United Nations which 
must take practical steps in the direction of the realization 
of these supreme principles of the Charter. 

\mong the three categories of territories defined in the 
Charter there is a category with regard to which there may 
be taken steps concerning this question without further de- 
lay. ‘The preparatory commission made considerable 
progress, having adopted a special resolution inviting certain 
members of the United Nations to accelerate the progress 
ot changing one of the categories of these territories into 


has 


trust territories. “The word and—what is even more impor- 
tant—actions are now with those powers to which the rec- 
ommendation of the preparatory commission I mentioned 
above refers first of all. 

The organization of the United: Nations was born as a 
result of bloody battles against fascism. Now German fas- 
cism and Japanese militarism have been defeated. 

Thus there have been removed two sources of aggression 
which for many years kept the whole world in a state of 
fear and alarm and which plunged humanity into the most 
bloody war. It would, however, be a mistake to consider 
that military victory over fascism removes the necessity for 
the further persistent struggle for the eradication and com- 
plete liquidation of the nidi [nests] of fascism which still 
remain. This fight for the eradication of the remnants of 
fascism cannot be separated from the work of our organiz- 
ation. 

Allow me to express the hope that the work of the session 
will be a success. The Soviet delegation on its part will 
do everything possible to make the session a success. 


The Americas and the World 


INTERNATIONAL BILL OF RIGHTS OF MAN 
By RAFAEL ve ta COLINA, Minister Plenipotentiary of Mexico in Washington, D. C. 


Delivered under the auspices of the “New Jersey Meets Her World Neighbours’, a State-wide project sponsored 
by Rutgers University in co-operation with other educational and civic organizations, 


New Brunswick, N. J., January 16, 1946 


ADIES and Gentlemen: The new world peace system, 
born in San Francisco six months ago, began its 
momentous work last week in London. We have read 

that the delegates’ mood at the opening meeting of the As- 
embly reflected the doubt and anxiety that burden men’s 
minds everywhere. ‘There are indeed many 


feeling of apprehension. 


reasons for this 


Hunger and despair grip not only the vanquished countries, 
but several of the ‘The awesome 
weapon that crushed Japan, aroused in its wake primeval 
tears round the Globe. The prophets of doom have never had 
firmer grounds to foretell a universal catastrophe, for we are 
ilready living in the atomic age. It is now generally 
recognized that a deadly urgency to eradicate war 
and that failure in our endeavour to safeguard peace, may 
mean the destruction of our civilization. 


also victorious nations, 


there 1s 


In stealing the sun’s secret of illimitable power man may 
have overreached himself, inasmuch as his knowledge of 
natural forces has not run parallel to the mastery of his own 
boundless ambition, 

Philosophers and moralists, theologians and mystics have 
from time immemorial striven to fathom the depths of the 
Qn the other hand, have, after a few 
centuries of experimental research, succeeded in solving the 
physical riddle of matter and 
fountain of universal energy. 

The appalling challenge of our times could be stated as 
follows: are 


soul. scientists 


in tapping the mysterious 


sociologists, political scientists and spiritual 
leaders able to bridge the gap that separates them from the 
physicist and the chemist? Are we doomed to perish at our 
own hands, the prey of our utter inability to repress out 
homicidal tendencies—not the victims ot 
forces of Nature? 


uncont rollable 


To answer these grave questions without undue pessimism 
it may be well to remember that humanity, in its arduous 


ascent from primitive savagery, has confronted and overcome 
innumerable obstacles, many of which were just as fright- 
ful in their implications as the atomic bomb. Dreadful 
plagues, protracted droughts, cruel, devastating wars, have 
from time to time killed millions of men; but mankind as a 
whole has survived and painfully resumed its upward march. 
Still, the challenge has to be met, and the certainty of untold 
hardships and ghastly sacrifices if the storm were to break, 
impels us to seek a better solution than the archaic recourse 
to war. 

What is the international panorama as observed from the 
point of view of the Americas ? 

In June 1945, the United Nations Organization came to 
life in San Francisco. Those of us who had the privilege to 
share in the deliberations of that historic meeting, know that 
the organization there created is far from perfect and that its 
structure sorely needs reinforcement. 

It constitutes, however, the best feasible international ma- 
chinery in existence and the only practical instrument to 
achieve the objectives of security and peace advocated by men 
of good will in all parts of the world. 

If all this is true, why should regional arrangements such 
as the inter-American system remain in operation? Further- 
more, will it be possible for regional agreements to in- 
definitely function side by side with a rapidly growing uni- 
versal association? 

I maintain that there can be no fundamental antagonism 
between the inter-American system—the result of a gradual, 
organic, peaceful growth—and the world organization of 
which the former will be only a component part. On the 
contrary, the rich tradition of fairness and equality, the truly 
democratic methods and the faithful observance of interna- 
tional law that characterize the inter-American system, will 
undoubtedly be the source of much needed experience and 
unfailing inspiration. 
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‘The doors of the American Republics have been open to 
men of all races and to ideologies of all kinds ever since our 
countries achieved independence. Each nation has molded 
the newcomers—be they men or ideas—and has been able to 
make them conform to its own higher purposes. The natural- 
ization of the alien is a typical American process—and I use 
the word American in its widest sense—which has entailed 
neither the obliteration of essential national traits nor the 
emergence of powerful, dissident minorities. 

This sucessful experience in social integration has re- 
afirmed the faith of the Americas in their glorious destiny 
as the haven of the persecuted, the meeting ground of oppos- 
ing doctrines and the cradle of a new people, which a 
Mexican philosopher has already envisioned as the “cosmic 
race”’. 

If regionalism is consonant with universalism, may we 
assert that nationalism is likewise compatible with a truly 
international organization ? 

This is indeed a moot question. It seems to me that a rigid, 
traditional view of sovereignty is an obsolete concept. It runs 
counter to reality, to the evident contraction of the planet 
in terms of time and space; and to the ever growing inter- 
dependence of states and peoples. It belongs to a bygone era 
ot slow communications and leisurely living, when the world 
was divided into tight little compartments that were prac- 
tically isolated one from the other. 

We unfortunately are not yet ready to replace our wornout 
international machinery. We must continue working there- 
fore, with the old-fashioned tools at our disposal, hoping that 
before it is too late, improved techniques may be discovered. 

It was generally observed in San Francisco that the smaller 
States were more willing than the great powers to relinquish 
a portion of their sovereign rights, provided, of course, that 
all States be likewise prepared to make similar concessions. 

Some cynics have commented that this was due to their in- 
herent weakness, which detracts from their full sovereignty. 
On this basis, one might easily imagine the perplexing 
computations of power politics to determine whether a certain 
State is 144, Y4 or % sovereign. 

The only valid reason why small nations have been more 
willing than the great powers to part with a fraction of their 
sovereignty, lies in the fact that experience has taught them 
the value of cooperation. They are fully aware of the terrible 
implications of the present day dilemma; consequently, they 
have sen to follow the less harmful alternative. 

They snow that the balance of power breeds wars and that 
in another conflict they would be ruthlessly invaded and 
probably destroyed. 

Each nation, however small and unimportant it may 
appear, is a person in International Law and, as such, the 
proud possessor of certain inalienable rights. All these 
juridical entities are equal before the law; but each one has 
distinct cultural traits and historical traditions that set it 
apart from all the others. Each one is endowed with spiritual 
values that must be cherished and preserved. 

Absolute uniformity in the world would spell mental 
sterility and wearisome monotony. Joy and beauty would be 
absent from a perfectly homogenous society. Woe to the 
short-sighted super chauvinist who would rub out the rich 
pattern of life woven by diverse cultures. 

Now, while we affirm that a wide range of feeling and 
thought is desirable and even indispensable to the harmonious 
development of man, we must also confess that we thereby 
stand in jeopardy. Variety may beget divergence, and di- 
vergence, strife. 

It behooves us to find the means to hold in check the multi- 
farious complexities of human character and behaviour, so 
that conflicting passions and appetites will vot violently clash. 


I venture the opinion that what is required is the kind ot 
education that will shape men’s minds for their new role as 
citizens of the world. 

The part that man will play as the ultimate constituent of 
the world community should be emphasized, while his rights 
and duties as a citizen of a given state, should be taught in 
the light of his country’s obligations as a member of the fam- 
ily of nations. 

Narrow; selfish nationalism should be eradicated as in- 
imical to the cause of mankind, whereas the ideal of inter- 
national cooperation should be incessantly extolled. 

I am happy to say that my country, under the wise leader- 
ship of President Avila Camacho, has made a brave start 
along these lines. The Mexican Constitution has been 
amended in order to stress the international outlook of our 
educational system. 

A few unthinking or callous people in several countries are 
already toying with the idea of a World War IIL. Some ot 
them naively believe that now is the hour to strike; others 
hold that this is the best time for defense and perhaps for 
successful counterattack; the rest, pessimistically aver that 
war is unavoidable in our covetous, wicked world. ‘Thicse 
are the defeatists of the post-war world. 

Only peace, peace between the great powers, peace based 
on the respect for the rights of all nations, large or small; 
peace founded on a sincere regard for the dignity of man, 
only peace, I repeat, can offer us lasting happiness. 

War, by reason of the dictatorial concentration of 
authority that it requires, by the brutalizing indoctrination 
that it entails, by the appalling misery that it leaves .in its 
wake, is the scourge of mankind, the very denial of Christian- 
ity. Although one may rightly absolve a State that wages a 
defensive war, justify a war for freedom, and render homage 
to the heroes who offer their lives in the service of their 
country, one must, nevertheless, condemn war as a means of 
settling disputes that are bound to arise between States. 

The peaceful and constructive organization of human 
society presupposes a belief in the rule of law. Because of this 
belief, Mexico strove to endow the Court of International 
Justice with compulsory jurisdiction. Our failure does not 
mean that this issue shall not be brought up again sooner or 
later, for war can hardly be definitively outlawed, unless a 
better method is devised to settle international disputes—a 
non-political, objective procedure administered by an im- 
partial tribunal. In the meantime, let us hope that the 
Security Council of the United Nations Organization will 
fulfill its semi-judicial duties in a wise and equitable manner. 

This leads me to the consideration of a problem which the 
American Republics are being called upon to solve, the re- 
vision of the policy of non-intervention which the Secretary 
for Foreign Affairs of Uruguay has advocated. In essence, 
he contends that the principles of non-intervention must not 
shield any nation that repeatedly violates the fundamental 
rights of man and repudiates its freely contracted interna- 
tional obligations. 

Much can be said in favour of collective action whenever 
a Government of force persistently violates the elementary 
rights of man or fails to fulfill its international obligations ; 
but perhaps more persuasive arguments may be adduced in 
favour of the principle of non-intervention and its corollary, 
defensive action, either unilateral or collective, against an 
aggressor. 

Permit me in this connection to state briefly the position 
of my Government as set forth in a recent note addressed to 
the Uruguayan Foreign Minister: 

(a) Mexico asserts that the respect of the fundamental 
rights of man is a primary and abiding condition of lawful 
government. 
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(b) We believe in democracy, namely, the right of man to 
be governed by freely elected representatives accountable at 
all times to him; 

(c) We profess the conviction that the violation of the 
forevoing postulates engenders conflicts and is likely to lead 
to war, and 

(d) We are persuaded of the ever-growing interde- 
pendence of States, as well as of the consequent restrictions 
on their unlimited sovereign rights. 


lhese are our tenets, but we feel that they do not cor- 
respond to political realities. 

In San krancisco, the Mexican delegation pleaded in vain 
tor the adoption of an international Bill of Rights of Man. 

At Chapultepec the Mexican representatives had also urged 
the passing of a resolution instructing the Inter American 
Juridical Committee to draft such a bill for the protection 
of human rights in the Americas. 

‘The fact that such a resolution was passed, gives us hope, 
but no more than hope. 

‘There are at present no internationally recognized and 
protected rights of man. Equality before the law, regardless 
of religion, race, color, language, or political creed is more 
honored in the breach than in the observance. 

Disfranchisement on account of sex, color and religion is 
common in many sections of the Western World. 

If the proposed declaration were to be adapted to the 
various exceptional situations where discrimination exists, 
its lofty purposes would not be attained. On the other hand, 
it is evident that under present conditions, a satisfactory bill 
of human rights is dificult to achieve. 

Even assuming the adoption of an international bill of 
rigths, one may ask whether it would be a mere declaration 
of policy or an instrument creating legal rights and ob- 
ligations. In order to do the latter, a further assumption 
would be required, namely, that its observance be deemed of 
vital concern to the preservation of international order. 

Are the nations of our hemisphere ready and willing to 
sign such a far-reaching guarantee? Are we prepared to 


recognize this declaration as a fundamental law overriding 
any conflicting municipal laws or regulations? Are we going 
to set up in the Western Hemisphere an international tri- 
bunal accessible to individuals who may have been unable to 
find legal remedies within their own States? And finally, 
could a system of collective action as outlined by the 
Uruguayan Foreign Minister, be included in the Inter- 
American juridical structure without its coming into con- 
flict with the Charter of the United Nations? 

‘lo ask these questions is to answer them. 

I submit to you that the principle of non-intervention is too 
deeply imbedded in the inter-American system to be re- 
pudiated. 

The Act of Chapultenee detracts nothing from this 
principle, because either individual or collective action against 
unjustified aggression is clearly admis-ible under the Inter- 
American system. 

The policy of the Good Neighbour, as enunciated by the 
late President Roosevelt, and adhered to by President 
‘Truman, is undoubtedly the wise and practical course to 
follow. Under its aegis the bonds of friendship between the 
United States and Latin America have been strengthened. 
United we faced the totalitarian aggression; united, we will 
confront whatever danger may t)reaten peace. 

Under that policy, Latin America has been given limited 
economic aid to develop its resources. In turn Mexico and, 
to a lesser degree, other countries have helped relieve man- 
power shortages in the United States. 

Adequate industrialization of Latin America will con- 
tinue paying rich dividends in augmented trade, additional 
employment and increased stability both north and south of 
the Rio Grande. Economic cooperation and cultural inter- 
course between Anglo-Saxon and Hispanic America should 
now, more than ever, become the keystone of the majestic 
edifice of inter-American relations. 

In the fateful years to come, may the Americas stand firm!y 
together, strong and unafraid, confident in the justice of their 
cause, faithful to their tradition of democracy and freedom. 


Monetary Mant pulation 


By THOMAS I. PARKINSON, President, The Equitable Life Assurance Soctety 
of the United States, New York, N. Y. 
Delivered at the 275th Meetina of the National Industrial Conference Board, New York, N. Y., January 17, 1946 


N this day of book reviewing and fact finding and pro- 
fessional semantics, one has to be careful in dealing 
with so technical a subject as that which has been as- 
signed to me. There are limitations to the value of “looking 
at the books’’ and to the accuracy of the so-called “facts”. 
Looking at the books and hunting for the facts is not a pan- 
acea for the evils of the day. he books are not self-revealing 
and the facts are not easy to recognize. Both have to be ob- 
served accurately and interpreted wisely. Do not misunder- 
stand me. I agree that it is important to have the facts in 
any discussion of a practical problem of political science, but 
I think it is pretty clear by this time that hunting for the 
facts is no substitute for the exercise of judgment based on 
experience. ; 
Then there are the word tags that we use 
and about the meaning of which we do not always agree. 
That is especially true of technical terms like the phraseology 


for our ideas 


of the financial experts when they discuss money. When |, 
a layman, come to deal with so technical a matter as the 
monetary problem before a group in which I have no doubt 
there are many experts, | must declare at once my limita- 
tions in the use of the word tags current in this particular 
field. I wouldn’t know the exact meaning of such terms 
as credit expansion and the quantity theory of money and 
easy money. Therefore, I shall be using such lay terms as 
increase in the supply of money, how much money is enough 
and how much money is too much. Then again as my title 
suggests instead of talking about monetary management | 
shall be using the less expert and perhaps less polite term, 
“monetary manipulation.” This matter of words is of grow- 
ing importance especially since the development of the science 
of semantics and especially its use in the field of propaganda. 
The propaganda boys like to take a good word like inflation 
and dress it up to convey a meaning quite different from that 
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given by the dictionary. The dictionary says that inflation 
means a sudden increase in the volume of money. That is 
precisely what we're having now. Those who are responsible 
would prefer to have it mean something which may or may 
not take place in the future. Therefore, the professional 
propagandists would make us believe and in fact have suc- 
ceeded in making us believe that the word inflation means 
rises in prices and in wages which in fact are only the 
symptoms of the disease. Inflation is really debasement of 
currency. That we have with us. The rise in prices is the 
consequence but by shifting the meaning of an unpopular 
word some of us are able to kid ourselves into believing that 
inflation is not here and may not really overtake us. Polli- 
ticians like to avoid for the present that which they are will- 
ing to take chances with for the future. 

Moreover I have to remind you that my responsibilities in 
the business world are almost entirely in the long term in- 
vestment of other people’s money and therefore, | have great 
trouble with the interest rate. But tonight I am not going 
to talk interest rate, low or otherwise, because that is a 
symptom. That is one of the results of our monetary manip- 
ulation. My attitude toward the low interest rate was ac- 
curately expressed in another connection by President Cool- 
idge when, on his return from a church service one Sunday 
morning, he was asked what was the subject of the sermon 
and he replied, “Sin”. To the further question, “What did 
the preacher say about it?”’, he replied, ““He was against it’. 
I, too, am against the current low interest rate. However, 
my thesis tonight is that we have too much money and are 
in grave danger of having more. 

At the moment, we have bank deposits and money in cir- 
culation of $175 billions. That compares with about $55 
billions in 1929, about $65 billions in 1939, and $112 bil- 
lions in 1943. We have gone up to $175 billions of what 
we, in this country, use for money—that is bank deposits 
and money in circulation. 

Of that $175 billions, $147 billions represents bank de- 
posits on which somebody has the right to draw, and the 
other $28 billions represents money in circulation. 

I dismiss money in circulation because the amount of mon- 
ey in circulation at any time depends on the choice of the 
bank depositor. Whatever the depositor in the bank wants 
in the form of currency represents the amount of money in 
circulation. The balance, the bank deposits, is the chief 
source of increases in the money supply and the chief problem 
of anyone who would consider the question of that monetary 
supply in relation to our needs and our general public wel- 
fare. 

$175 billions—how did we get it? How much more will 
it be? How can we, if we need to, bring down the total 
amount? 

I don’t like to burden you with figures. I used to say, 
until the actuaries got hold of me, that God gave me a poet's 
license in the matter of figures. I'll try to avoid poetry to- 
night, and I shall try to deal with round figures so it won't 
be too much for your intake and your memories. 

We had a money supply in 1920 of approximately $40 
billions. That rose by 1929 to approximately $55 billions. 
How did it rise? It rose almost completely because of bank 
loans to private borrowers during the twenties. 

Whenever a bank lends to a non-bank borrower, it in- 
creases bank deposits. The lending to private borrowers 
during the speculative period of the twenties increased bank 
deposits until they ranged around $57 billions. 

The process of calling and foreclosing private borrowing 
between 1929 and 1933 brought that money supply down to 
about $42 billions. The reason for that reduction was the 





closing out by the banks of the loans which had brought it 
up to the higher figure during the late twenties. 

The fiscal authorities of the country, through the gold 
purchase policy and the sale of Treasury obligations to the 
banks, put the money supply back from $42 biilions in 1933 
to about $65 billions in 1939. ‘This increase in the money 
supply was a deliberate objective of the Treasury. ‘lhe 
price of gold was raised to $35 an ounce early in 1934 and 
from that time to the end of 1941 the gold supply increased 
from $7 billions to nearly $23 billions. This not only in- 
creased bank deposits but it added tremendously to the re- 
serves of the banking system and its capacity to acquire 
Treasury obligations with resulting increases in deposits. 
The gold was purchased at the increased price of $35 an 
ounce but it was not the price paid for the gold nor was it 
the amount of gold purchased but the method used to pur- 
chase it which increased bank deposits. You remember that 
in 1936, thinking that the supply of money was going too 
high, the fiscal authorities—making use of another poetic 
word—"sterilized” the gold. Then for a short time its pur- 
chase ceased to provide the banks with reserves out of which 
to further increase deposits. This gold policy together with 
the financing of ‘Treasury deficits through the banks in- 
creased our supply of money until, at the end 1939, it was 
$65 billions. Since 1939 it has reached $175 billions because 
of the sale of government bonds to the banks and by the 
banks’ purchases of government bonds on the market. 

The rise in bank deposits since 1939, bringing their total 
to $147 billions at the present time has resulted from the 
sale of government bonds to the banks by the ‘Treasury or 
the purchase of government bonds on the market by the 
banks. 

Now, you know that, for the last few years, the fiscal 
authorities with most of the rest of us, have realized that 
the sale of government bonds to the banks did have the effect 
of increasing bank deposits. Therefore, on all issues of gov- 
ernment bonds after the second war loan, the banks have 
not been permitted to participate in subscribing for new 
bonds. 

However, it is not only by subscribing for new bonds at 
times of issue that the banks acquire government bonds. The 
banks, though they did not participate in the last six bond 
drives, did buy government obligations from the “Treasury 
between the drives. It was mostly short term paper; but 
it does not matter whether it is short term paper or long 
term paper, and it does not matter what the interest rate 
is. It is a fact that if the banks buy government obligations 
of any kind from the Treasury, they increase bank deposits. 
In addition, during that same period, though they were not 
permitted to buy in the Treasury’s drives, they were buying 
bonds, that is, government bonds on the market. The total 
increase during the last four years in bank deposits and mon- 
ey in circulation has been around $100 billions, and of that 
$100 billions, at least $50 billions has resulted from the 
purchase by the banks, under the leadership of the fiscal 
authorities, of government bonds on the market. 

I am not interested tonight, and I don’t want to stir your 
interest in the subject of bank liquidity or of bank solvency, 
both of which questions may be involved in bank buying of 
long term bonds or even of government bonds. I am inter- 
ested in, and directing your attention only to the fact that 
the purchase by the banks, either from the Treasury directly, 
or on the market from non-bank owners, increases bank de 
posits and lays, immediately, the foundation for increases in 
our supply of money. 

You know the way the matter was rigged by the Treas- 
ury in the beginning of the bond drives. The banks were 
permitted to buy large volumes of government bonds and 
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they paid for them not with then existing money like you 
subscriptions. They paid for them with 
a book entry of a deposit in favor of the government. And 
then, under a well established practice, after a few months, 


. sae ; 4 
the lL reasury « illed in, in installments, 


and ] paid for our 


the amounts of those 
book entries which are known by the poetic title of “war 
loan deposits’. 

By the time the ‘Treasury called for the payment into its 
Federal Reserve account of those war loan deposits in the 
commercial banks, the bank deposits of the country had in- 
creased by an amount almost, if not entirely, sufficient to 
the banks to pay the cost of their subscriptions. This 
procedure did not itself increase bank deposits; it simply 


‘nabled and encouraged the banks to buy larger amounts 
In the lingo, it con- 


1,7 
nNaviec 


han they otherwise would have done. 
erved the bank reserves. 

‘That wheel has been turning round now for several years 
in a process which periodically increases the amount of bank 
leposits and the amount of money in the hands of the peo- 
le who are depositors. 


erninent 


that this process of using bank funds to buy gov- 
bonds, either by direct subscription, or on the market, 
s in the increase of bank deposits. I hope you all agree 
that. I think it is now pretty well established and 

cepted as a fact. It is the reason that so much effort has 
been put by the Treasury officials, and by volunteers through- 
out the country, into getting the people to buy bonds instead 
if having those bonds dumped into the banks. 

You know pertectly well that, by putting all their bonds 
into the banks, the ‘'reasury could have financed this war 
not on two and one-half per cent, but on two per cent, or 
one per cent, or one-half of one per cent, or one-tenth of one 
per cent. ‘The low interest rate does not furnish any basis 
for boasting about the government's credit. “The Govern- 
iment could, provided the Federal Reserve and the commer- 
cial banks. cooperated, have simply poured that paper into 
the banks and taken book deposit entries in payment, and 
the interest rate could have been made anything the ‘Treas- 
ury officials pleased. Remember I said that this could have 
been done but only with the cooperation of the Federal Re- 
serve and the commercial banks. Withour that cooperation 

oaking the transactions with financial respectability, I 


result 


vith 


sucn 
interest rates could not have been maintained. The pursuit 
of a low debt would have involved the issuance of 
ereenbacks whicl ld have bee litically expedie 

greenbacks which would not have been politically expedient. 


cost 


If you agree that the purchase directly by the banks of 
Federal bonds increases our bank deposits, do you also agree 
that once created those deposits persist beyond their first 
use? The government used the deposit which the bank en- 
The 7c 
‘ . an l } 1 
cipients of those payments used them either as bank aeposits 

as currency. 


tered in its favor to pay for labor and materials. 


a great carrier like the Hornet. She cost $60 mil- 

. She went out into the Pacific and rendered a great 
‘rvice for a few months and then went to the bottom. She 
i beautiful illustration of what we have all so often said 
about production for wat It is mostly 
emphasizing: the fact that this production for 
What | at this 
moment, is that if, as was mostly true, such v production 
as the Hornet was paid for with deposits granted to the 


h | bonds; 


use. destroyed. 
1 am not 
was destroyed. 


War use am emphasizing, 


h bought the government 
the ship itself was gone, the money that paid 


government by banks whic 
then, though 
for her remained, and it is still here with us. It was paid 
first instance, for wages and 
for materials; paid, again, by those who received it, to others. 
It still wanders around as part of the supply of money in 
this country. 


out by the government, in tie 


If now you agree that the banks’ purchase of any gov- 
ernment bonds from the Treasury in any way results in in- 
creased bank deposits and that those deposits survive their 
initial use, I ask you whether you are also prepared to be- 
lieve that the purchase of government bonds, by the banks 
on the market from non-bankholders of those bonds, results 
precisely the same as bond purchases by the banks from the 
Treasury itself. 

Of the total of $100 billions, which in the past few years 
has been added to the bank deposits of this country by bank 
acquisition of government bonds, more than $50 billions of 
that addition have resulted from bank buying on the market. 

Bank buying, in response to the needs of the public Treas- 
ury during a period of great emergency like the war, can be 
justified on patriotic reasons. But | have always felt that 
it is also patriotic to insist that Treasury financing be done 
in the sound way instead of the unsound way. 

Bank buying on the market can be justified, to some ex- 
tent at least, by support of the market. But of the $50 bil- 
lions which the banks have bought on the market, I think 
only a very small portion could be credited to support of the 
government bond market against pressure sales by non-bank 
owners of those bonds. I do not think you will find many 
instances in which the banks have bought those bonds for 
par or less. I think you will find, and certainly you will find 
at the moment, the bond market is being bid up and up, and 
much of the buying is by the banks. Moreover, the funds 
which the banks, particularly those of Chicago and New 
York, are now using to buy government bonds on the market, 
are being provided by the Federal Reserve Banks. 

lf you will look at the figures published every week, you 
will find that the Federal Reserve Banks now hold nearly 
$24 billions of government obligations, most of them being 
short term paper which have been turned into the Federal 
by the commercial banks, for funds which the commercial 
banks have used to buy other government bonds. on the 
market of higher coupons and for better earnings. “The ked- 
eral Reserve Banks now hold $12.5 billions of the total of 
$17 billions of Treasury Bills now outstanding, Practically 
all of these holdings of Bills by the Federal Reserve were 
acquired from the commercial banks. When the commercial 
banks bought those Bills they increased bank deposits by their 
amount. ‘To the extent that their sale of these Bills to the 
Federal Reserve for funds which the banks thereupon used 
to buy on the market from non-bank holders other govern- 
ment bonds, the original bank acquisition of the Bills did 
double duty in increasing bank deposits and the present mon- 
ey supply. 

| do not want to put that too harshly, but the simple truth 
of the matter is that, under the permission or the inspiration 
or the encouragement of the Federal Reserve System, the 
commercial banks are buying at rising prices and are being 
provided, weekly, with funds with which they can go and 
buy not distressed bonds on the market, but bonds which, 
like the 2’s of °52-54, have now been bid up to almost 105. 
That is not distress selling.and the buying is not support 
of the market. 

Every bit of that buying is adding to the bank deposits 
and to the inflationary supply of money until the total is, 
as | have said a moment ago, $175 billions. I do not know 
whether the Federal Reserve is pushing its funds at the banks 
and urging the banks to buy bonds on the market, or whether 
the banks are going to the Federal and seeking funds with 
which to buy bonds which increase their earnings. God 
knows, the banks are having trouble enough to make earn- 
ings with which to carry on their important functions. Per- 
haps what I ought to be suggesting is that the Government 
vet out of the banking business and let the banks make their 
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earnings in a way that does not endanger the futuré of that 
which they deal in, our currency. But all | am emphasizing 
is that the banks, though direct buying of government bonds 
has been pretty much stopped during the last few years, are 
now buying on the market, bidding government bonds up 
to higher and higher prices, establishing lower and lower 
interest yields—and there I come back to what is my fun- 
damental problem in most of my business administration— 
and with consequent increase in the money supply. 

| ask you to believe me when I say that these purchases 
by the banks have precisely the same effect in increasing 
bank deposits as if they were purchases direct from the 
‘Treasury upon its original issue. If you do not believe that, 
I must assert, as we often do in the insurance business, that 
this time | am a thousand per cent right. 

In the twenties, when the banks increased the supply of 
money by lending to private borrowers, they had to look out 
for their liquidity. They had to look out for the dependabil- 
ity of the borrower, and for their future profits. Did they 
have any other duty? Did they have to look out, also, for 
the possible effect on the public welfare of too large a vol- 
ume of loans resulting in too large an increase in bank de- 
posits and in the money supply ? 

‘They suffered when we all suffered as a result of that 
supply getting too large. Whose duty is it to see that the 
public welfare is not aftected by loans and purchases through 
the banks which result in increased bank deposits? 

Well, the banks rightly say that it is primarily the duty 
of the Federal Reserve authorities. 

‘The Federal Reserve did not exercise its powers, did not 
perform its duties in the twenties and the crash came. The 
Federal Reserve, though Governor Eccles pointed out in 
1940 that he feared an inflationary increase in the amount 
of money, has not performed its function of controlling the 
amount of money in these difficult years through which we 
have since been passing. And, it is not now performing its 
duty to see to it that the money supply in the country does 
not reach proportions that are inflationary and destructive of 
the economic life of all the people of this country. 

When the Federal Reserve System was created and the 
Board of Governors placed in general charge of it, we used 
to speak of it as the “supreme court of credit”, or the “su- 
preme court of finance’; an independent body which, like 
the then Supreme Court, would rule over credit and finance. 
Well, the comparison with the Supreme Court would not 
help me so much tonight because we have seen it descend 
to the point where it has neither the competency nor the in- 
dependence that it then enjoyed. And, we have seen the 
Federal Reserve Board, which was supposed to be the su- 
preme court of credit and finance, sink to the point where 
it is little more than a tool of the Treasury. 

Nevertheless, it takes the combination of the Federal Re- 
serve Board, the Federal Reserve Banks and the commercial 
banks to effect that increase in bank deposits and in the 
supply of money which results from the banks’ purchase of 
government bonds on the market. 

I cannot answer the question as to how much money is 
enough. The individual always wants more. But, I do sug- 
gest that we have reached the point where any more money 
created by additional bank deposits will be too much, and 
that too much will continue to press against the price level, 
the wage level, and any controls intended to keep them from 
going through the ceiling. 

Rises in prices are not inflation. Consequent demands for 
increased wages are not inflation. The inflation is in the 
debasement of the currency. The increase of this vast 
amount of what the people in this country use for money 
creates the pressure under which prices are bound to rise 


and, when they rise, labor is bound to demand increased 
means of meeting the higher price level. 

It this great supply of money is too much, how do we get 
rid of the excess? There are only two ways that | know of. 
One is by the government paying off its debt and getting 
those bonds out of the banking system. The other is for 
the banks to sell those bonds back to non-banking buyers. 
What are the chances of that? A very large proportion of 
bank-held government paper is short term stuff that the in- 
dividual does not want and is not prepared to handle with 
its constantly recurring maturities. 

Besides, the banks, under the guidance and inspiration and 
encouragement, propulsion and what not of the Federal Re- 
serve Authorities, are paying a price for those bonds on the 
market today which will make it very foolish for individuals 
or savings institutions to buy them back except at a loss to 
the present holders. 

Moreover, the banking system of the country faces two 
great public services which they will be called upon in the 
near future to perform. One is to act for the government 
in redeeming those purchases of government bonds during 
the war which were made by many individuals, under the 
persuasion of government authorities that they were thereby 
storing up funds for use when the war was over. 

There are nearly $50 billions of “E”, “F”’, and “G” bonds 
in the hands of individuals. Some $25 billions of them may 
be expected to enter into the banking system when redeemed 
or refinanced by the government with bank funds. 

Then, the expansion of business, which is sure to follow 
after the strikes and the disturbance of this period is over, 
is going to call for funds particularly for small business 
which should be supplied by the banks, and which will, again, 
have the effect of increasing bank deposits. 

If we go on the way we are going, with increases of bank 
deposits due to the deliberate purchase of government bonds 
on the market by the banks, and then have to absorb in the 
banks all of the funds that will result from these redemp- 
tions by individuals, and also have to increase the bank de- 
posits by making loans to business in an expansion period, 
we may look forward to a money supply floating around in 
this country of not $175 billions as now, not $200 billions 
as some have estimated with a sense of fear, not even limited 
to $250 billions, maybe $300 billions. And where do we 
go from there? 

It is this huge supply of money forcing against all controls 
toward a higher price level that necessarily carries with it a 
demand for higher wages. It causes much of the present la- 
bor unrest, results in many of the fishing expeditions for 
facts and statistics with which to prove labor’s right to a 
larger share to meet the rising cost of living. 

It does not get anybody anywhere. The government saves 
a little by the low interest rate which it has obtained and 
maintained by this process of creating new money. And the 
process of creating the new money, though it saves a little 
interest in the cost of the debt, results in the average man 
having to pay nine thousand dollars or ten thousand dollars 
for a five thousand dollar house. If that is a benefit to the 
average man, I cannot follow the statistics, the facts, or 
even their poetic interpretation along such lines as Dr. Wol- 
man illustrated to you. 

Now, you may fairly say, “Well, what are you going to 
do about it?” My suggestion is that the first thing which 
should be done and done immediately is to remove the fun- 
damental cause of this inflationary money supply, that is, 
balance the Federal budget and stop any kind of deficit fi- 
nancing. 

The second suggestion is, in whatever tax reductions we 
may make, we must see to it that the government revenue 
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is still sufficient to supply a surplus out of which, annually, 
there can be some reduction of the huge debt which now 
burdens the people of this country. 

We cannot drift along and say that “‘we owe it to our- 
selves”, or that it will take care of itself. It won’t take care 
of itself _ by the great Jehovah it will take care of all of 
us if we do not, tackle the job of getting it under control. 

‘Then, the Federal Reserve Authorities should abandon 
their insane and fanatical desire for easy money at any price, 
and establish a fiscal policy which will look to soundness in 
the future, that is, to put it more plainly, they must stop 
trying to create funds through banks’ purchase of govern- 
ment bonds in any way in order that the supply of funds 
shall be so great that it will continue to keep the interest 
rate at a lower and lower point. A low interest rate is not 
worth the price it costs all the people. 

Then, the Treasury should provide, in the very near fu- 
ture, for a long term three per cent bond that will be at- 
tractive to individual investors and to their savings and life 
insurance institutions. That bond should be issued with a 
sinking fund provision under which at least one per cent of 
it should be sunk annually by lot. The proceeds of that issue 
should be used to take out of the banks some of the bonds 
now there and place the debt on a long term liquidating basis 
in the hands of the people who own the deposits without 
increasing any further the existing bank deposits. 

That is not a very difficult program, provided the people 
of this country intelligently and honestly want to get hold 
of their future and want to get rid of the debt which now 


mortgages their lives. It has got to be done quickly. It has 
got to be done courageously. It is harder to do it now than 
it would have been to do it when it ought to have been done, 
in the days when the war emergency and patriotism would 
have made it easier to sell 2 much larger volume of the bonds 
issued to finance the war to the people than was actually 
sold to them. 

It cannot be done by the so-called experts who determine 
so much of public policy in this country today, or by the 
jugglers of public policy, some of whom have been referred 
to here tonight in language that I could not equal. 

The job, if it is to be done, must be done by a Congress 
of competent, courageous representatives of Americans and 
we are not going to have that kind of a Congress unless we. 
who represent so large a portion of the population of this 
country, see to it that that kind of man is promptly elected 
to the great representative body of this country. 

1 heard someone say here tonight that others in our popu- 
lation were planning to get their men in Congress. I do 
not want my man in Congress, but I want, in Congress, 
competent, courageous representatives of Americans, and 
when we get that kind of Congress, we can go forward with 
the job of taking hold of the results of this war in our do- 
mestic economy and putting our house in order. 

That is a huge task but not an impossible one, and the 
sooner we take hold of it, the easier it will be to do. 

As I finish, I think I dare to say to you that what I have 
been trying to say was expressed long ago in Scripture— 
“money is the root of all evil”. 


Fiscal Policy 


ANGLO-AMERICAN FINANCIAL AND TRADE AGREEMENT 
By ALLAN SPROUL, President, Federal Reserve Bank of New York 
Delivered at the mid-winter meeting New York State Bankers Association, New York, N. Y., January 21, 1946 


BECAME a central banker in the heyday of central 

banking, about twenty-five years ago. At least, so far 

as my experience goes, it was the heyday. At that time 
it had come to be widely believed that the central bank could 
control the volume of credit and that, by altering the volume 
of credit and its price, we could maintain economic stability 
at home and, in cooperation with foreign central banks, keep 
our economy in adjustment with the economies of other 
countries. It was recognized that we had a good deal to 
learn about working the levers and pushing the buttons; 
that timing and touch were important; that we probably had 
more influence in checking a boom than in combatting a de- 
pression; but there was considerable confidence that we could 
master the technique. 

Those rosy dreams were never fully realized. Too much 
was asked of one particular instrument of. control, and too 
much reliance was placed on administration of the financial 
and credit aspects of our economy. Those dreams were one 
more manifestation of man’s eternal search for some simple 
solution of the complex problems with which he is con- 
fronted in his economic life. 1 think no one will deny the 
need tor and the usefulness of a central bank, or a central 
banking system, and I am certainly a champion of such in- 
stitutions. ‘They are a necessary and important part of our 
credit machinery, as has been demonstrated again and mag- 
nificently during the recent war. But they are not the bear- 
ers of the solution of our economic problems. 

No one needs to be told this now, of course. Fashions in 
economic thinking change, and many economists seem to 


change with the fashions. On the domestic front, fiscal pol- 
icy has succeeded central banking in the role of key to our 
economic problems, and I predict that it will suffer the same 
fate as central banking—it will remain important and use- 
ful, but become dated. In international affairs, the cooper- 
ation of central bankers is being replaced by an international 
institution, the International Monetary Fund. It will find, 
as did the central bankers before it, that without the under- 
pinnings of an exchange of goods and services, the facade of 
finance will not carry a very heavy load. We must relearn 
what must have been more obvious and apparent in a simpler 
economy—namely, that what we are seeking is a fair ex- 
change of goods and services between nations, within nations, 
and between different groups in the community; and that 
credit control or fiscal administration or, I believe, any other 
single device can only aid in achieving the objective; they 
cannot determine the result. 

This does not mean, of course, that these weapons are 
useless or valueless. In fact, with the great increase in the 
public debt during the war, the great increase in the pro- 
portion of government securities among the earning assets 
of the banking system, and the great increase in public hold- 
ings of liquid assets, a wise and integrated fiscal and mone- 
tary policy is a necessary part of any economic program. That 
is why it may be worth while, tonight, to explore briefly the 
monetary or credit aspects of our present situation, 

Wartime credit policy stems from the statement of the 
Federal Reserve System, issued immediately after Pearl 
Harbor, that it would use its powers to assure an ample 
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supply of funds at all times for financing the war effort, and 
would exert its influence toward maintaining conditions in 
the U. S. Government security market satisfactory from the 
standpoint of the Government’s requirements. 

In the beginning there was considerable discussion as to 
whether this commitment required the maintenance of a 
large volume of excess reserves—you will remember that 
we had gotten used to tremendous excess reserves in the 
thirties. ‘The Federal Reserve System resisted this approach, 
holding that ready availability of credit, not an excessive 
supply, was needed, and that the latter would lead to an 
unnecessarily large amount of bank financing. Experience 
demonstrated the correctness of this view, but it must be ad- 
mitted that our concern that the banks should be available 
as a market of last resort led us to sin on the side of monetary 
ease. The commercial banks of the country increased their 
holdings of government securities by approximately $70 bil- 
lion between December 1941 and December 1945, and the 
Federal Reserve Banks enlarged their portfolios by $22 bi! 
lion. Between them they purchased more than 43% of the 
total amount of government securities offered during the 
war, and now hold about that proportion of those outstanding. 

There was also considerable discussion as to the level of 
interest rates to be maintained, it being generally agreed 
that the war should not be financed at rising rates of inter- 
est as in Worl War I. The level of interest rates at the 
beginning of the war was the product of a long period of 
very large excess reserves and of reduced demand for ac- 
commodation. Rates on 90-day Treasury bills were at or 
close to zero, and an issue of 242% bonds had recently been 
sold with a maturity of 30 years. It was thought that those 
rates were low, given the tremendous demands for credit 
that would grow out of war needs. On the other hand, if 
the war was to be financed without rising rates of interest, 
the only place to begin was at the beginning. As you know, 
there evolved from this situation a so-called ‘“‘pattern of 
rates,” which allowed some slight increase in yields on the 
very shortest maturities, and slightly shortened the life of 
the longest term obligations. The range settled down be- 
tween ¥% of 1% on 90-day Treasury bills, and 24%4% on 
long-term Treasury bonds, the latter not immediately avail- 
able for purchase by commercial banks. 

It was recognized that this two-pronged policy—(1) pro- 
viding banks with sufficient reserves to enable them to act 
as residual buyers of government securities; and (2) main- 
taining stability or a pattern of rates in the government se- 
curity market—largely or wholly deprived the Federal Re- 
serve System of the initiative with respect to the supply of 
credit. The initiative passed over to the market, and par- 
ticularly to the commercial banks, which, in effect, needed 
only to offer government securities for sale in order to ob- 
tain more Federal Reserve credit. And this policy and pro- 
gram led insidiously to an increase in the amount of war 
financing done through the banking system. Once the banks 
(and non-bank investors) became convinced that a “pattern 
of rates” was being maintained, demand naturally began to 
tend toward the longer term, higher coupon securities, which 
could be bought with an assurance of yield and profit sub- 
stantialy in excess of those obtainable on short-term obliga- 
tions, no matter what the period of investment. The amazing 
fact is that this playing of the pattern of rates took so long 
to develop in volume. It is a tribute to the conservatism, or 
lack of faith in official controls, of bankers. Eventually 
widespread playing of the pattern of rates did develop, how- 
ever, and since then there has been a continuous triple-play 
going on in the government securities market. Although this 
is not the exact sequence of events, the non-bank investor has 
bought long-term restricted issues in the war loan drives; 


to increase his capacity for absorbing these issues he has sold 
previously acquired bank eligible issues to the banks; and the 
banks have sold their shortest term governments to the Fed- 
eral Reserve Banks in order to secure the funds with which 
to buy the higher coupon issues being sold by non-bank in 
vestors. 

There have been two collateral and paradoxical results of 
this triple-play process, in addition to the impetus which it 
gave to the already rapid growth of bank credit. There was 
a persistent downward pressure on longer term interest rates, 
as demand concentrated there, which made the maintenance 
of the “‘pattern of rates” an impossibility. But this downward 
trend of rates did not itself produce a decline in the cost of 
‘Treasury borrowing. In fact, in the later war loan drives 
the cost of Treasury borrowing actually increased because 
of the considerable shift in demand to the longer term, 
higher coupon securities. 

The completion of the Victory Loan drive brought to an 
end the war financing program, and an opportunity to re- 
survey the monetary and credit policy which accompanied it. 
[t was a program and a policy which has tremendous achieve- 
ments to its credit which I certainly would not belittle. But 
we cannot let its defects linger on. The underlying problem 
is to determine the relative importance of quantitative credit 
control in our economy (I am purposely excluding qualitative 
controls, such as the control of margin requirements for pur- 
chasing and carrying securities, from this discussion) and 
how it is to be reasserted to the extent that it has a role to 
play. We cannot expect or permit some fourteen thousand 
individual commercial banks to establish national credit 
policy for us in this reconversion period. We already have a 
redundant supply of money and liquid assets in the hands of 
the public, a presently restricted supply of goods and services, 
and a favorable business outlook for the next few years. It 
has been repeatedly demonstrated that, when we have this 
combination, the effects are felt in all markets and in 
Hationary developments are likely. As gilt-edged securities, 
both public and private, rise in price under pressure of the 
abundant money supply, funds flow over increasingly into 
lower grade securities and into equities, and into commodity, 
real estate and other markets, under the pressure of rising 
expectation of profits and the apparent minimizing of risks. 
The stage was never better set for another demonstration of 
this character. | 

To promote an inflationary boom at this time would be a 
poor prologue for the maintenance of full production and 
high employment in the post-transition period. I do not 
suggest that monetary controls can cope single-handed with 
the inflationary aspects of the present situation, nor even that 
they can be used so vigorously as to constitute a major anti- 
inflation weapon. At the moment the development of a wage- 
price spiral seems our greatest danger, and monetary action 
is not the answer. But we must devise a monetary and 
credit policy which, taking due account of the appropriate 
requirements of the management of the public debt, will 
discharge our responsibility for promoting economic stability, 
and support the measures taken by other agencies to curb in- 
flationary tendencies, in the present temporary circumstances. 

Now | want to switch over to an international problem. 
I refer to the Anglo-American financial and trade agreements 
recently recommended by representatives of our Government 
and the Government of the United Kingdom. This subject 
is not wholly unrelated to the domestic questions I have been 
discussing, if for no other reason than that foreign loans 
will almost inevitably result in an increase in the supply of 
liquid assets—of purchasing power—in domestic hands and in 
an increased demand for our goods and services. In the im- 
mediate transition period, foreign loans are quite likely to 
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solution of problems of monetary and credit 


it here there are broader considerations to 


ite the 
poiicy at home B 
be weighed. 

The arrangements agreed upon by the British 
tatives and out representatives, after twelve weeks of nego 
tiation during the latter part of last year, have been approved 
British Parliament, but they have not yet run the 
Congre Mean 

important that there be public understanding ot 
has been accomplished so that Congress will not fail of 
prompt and wise action because of public misapprehension. 
It seems to me that the New York State Bankers Association 
might itself on these proposals, as it did with 
respect to the Bretton Woods Agreements. | can think of no 
international economic problem which, at the moment, so 
yreatly deserves our attention, 

Right at the start, | should admit to you that I approach 
the problem with a bias in favor of aid to Britain. I have 
lone believed that we should attack the problem of the 
British balance of payments and the British pound sterling as 
an absolutely essential prerequisite to currency stabilization 
and to the development or revival of multilateral world 
| conceived the solution of the problem as requiring 
a final wiping out of the debts of World War I, a liberal 
definitive stettlement of the lend-lease obligations of World 
War II, agreement and perhaps help in a program of liqui- 
dating sterling balances accumulated during the war, and 
agreement and help in meeting the deficit in the British 
balance of payments in the immediate postwar years. With 
the exception of the World War I debts, which were prob- 

t considered worth bothering about, but which | 
would still like to see wiped off the books, these are the 
principal financial problems with which the recent negotia- 
I think that, on the whole, they were 


represen- 


by the 
rauntiet of ssional consideration and action. 


while, it 1s 


well express 


trade. 


ably no 


tions were concerned. 
successfully resolved. 
\ loan of $3.750 million to Great Britain is proposed, 
which would be made available in the form of a line of 
credit to be drawn upon at any time between the effective 
date of the Agreement and December 31, 1951. In addition, 
a further loan of $650 million was agreed upon to cover the 
final settlement of lend-lease and other claims arising directly 
out of the war. The combined credits of $4.4 billion require 
no payment of interest or principal during the period they are 
as a line of credit. Beginning December 31, 1951, 
they are to be repaid in equal annual instalments over a 
fifty vears, the payments to include an interest 
charge of 2° on the outstanding principal amount in any 
given year. If the United Kingdom determines that its 
present and prospective position with respect to its interna- 
lance of payments and the level of its gold and 
foreign exchange reserves makes it necessary, and is supported 
by a certification of the International Monetary Fund as to 
ilance of payments position, the interest payment in any 
waived. The greatest aid will thus be extended 
greatest need, the immediate postwar 
transition years, and in subsequent years an attempt has been 
made to temper the burden of servicing the loan. 


available 
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year may be 


in the period of 


ollateral consideration in fixing the loan terms, the 
d Kingdom has committed itself to a system of free 
* on current account. Aside from certain exceptions, 
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‘ct of the exchange arrangements will be to permit 
treely to into dollars any 

ey they acquire, and to use wi restriction any 
irs they acquire directly, beginning not later than one 

from the date of the Agreement. These 
in effect until December 31, 1951, by 
which time it is hoped that the international situation will 
permit them to be made permanent. The broad outline of a 


area countries convert 
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arrangements will be 


method of disposing of the problem of abnormal sterling 
balancés accumulated during the war was also made part of 
the Agreement. Such balances are to be considered in three 
parts: “(a) balances to be released at once, and convertible 
into any currency for current transactions; (b) balances to 
be similarly released by instalments over a period of years 
beginning in 1951; and (c) balances to be adjusted as a 
contribution to the settlement of war and postwar in- 
debtedness we 

The negotiators did not confine themselves solely to 
financial problems, however, nor merely to the British loan. 
Quite properly and, of necessity, from our viewpoint they 
also concerned themselves with questions of world trade. 
The main purpose of seeking stability of the British pound 
sterling is that it is one of the principal currencies of inter- 
national commerce, and the main economic purpose of seeking 
to help restore the British balance of payments position, is to 
open the way to international trade on a multilateral basis. 
It is clearly in our interest that there be the widest degree 
of freedom in world trade, so that multilateral exchanges 
of yoods and services may take place with a minimum of re- 
strictions and restraint and with. a minimum of discrim- 
ination as between nations. That is the kind of trade to 
which our economy is supposed to be geared, and that is the 
kind of trade which permits the most efficient and effective 
use of the world’s resources of men and materials. Un- 
fortunately, while recognizing the utlimate all-around 
advantages of such a policy and such a program, the British 
economy is not immediately geared to its acceptance. Handi- 
capped by the destruction and dislocations of war and by a 
certain amount of industrial stagnation, forced to use without 
stint her previously existing foreign assets in prosecuting her 
own and the Allied cause, and confronted with the necessity 
of greatly increasing her exports if she is to restore her own 
living standards and to participate in the creation of a more 
stable and prosperous world, Britain was faced with the 
temptation, if not the necessity of using, as an economic 
weapon, her position as one of the world’s greatest customers. 
Without help, and very substantial help from us, she could 
not relinquish, in these immediate postwar years, those con- 
trols which limit the trade of the sterling area with this and 
other countries, and those aids to her export trade which are 
bilateral or dicriminatory in character. And if her inter- 
national position were restered with the aid of these devices 
it may be questioned if she then would have been willing or 
able to relinquish them. It seems to me to be an imperative, 
that if the world is to be restored to full and robust health, 
both economically and politically, Great Britian, which is the 
heart and center of a great area of international trade, and 
whose currency is the medium of exchange in transacting a 
substantial part of the world’s international commerce, must 
be able to play its full part in that restoration. Without our 
financial help in this period of transition from war to peace 
she could not do so. With our help, generously given, she 
may be able to do so. That is the promise of the “Proposals 
for Consideration by an International Conference on Trade 
and Employment”, with all important points of which the 
United Kingdom has expressed full agreement. 

This aid to Britain I hold to be something separate and 
apart from whatever loans we may make to. other countries 
faced with the need of reconstructing their economies after 
the war. I know that it is argued that if we enter into this 
arrangement with Great Britain, it will become the model for 
similar demands for aid from other countries; that Russia 
will want six billion dollars and so on and so on, until we 
shall have bankrupted ourselves trying to finance the world 
on easy terms. If this were a correct picture of the course of 
events, there would be something to the argument, because 
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when we lend dollars we are really lending American goods 
and services, and we haven't an inexhaustible supply of either. 
Within the next two or three years we are going to be 
pressed to produce goods in adequate amounts to meet the 
demands of the domestic market as well as demands from 
abroad, and it would not do us, nor anyone else, any real 
good if we created additional purchasing power through 
foreign loans while the goods were not forthcoming in ample 
volume. For myself, however, I see no good reason why the 
loan to Britain should be considered to have set the pattern 
for other foreign loans either in terms or in amount. It is a 
unique undertaking. There is no other foreign country which 
occupies the international trading position occupied by Great 
Britain, and there is no other foreign currency which enjoys 
the international usage of the British pound sterling. To 
help rebuild these two pillars of what we hope will become 
a greatly expanded multilateral world trade, is an act of 
statesmanship in behalf of ourselves and the whole world. 
It is directed against no other nation or groups of nations. 
It establishes no tenable precedents for other credits or other 
loans. 

Unfortunately, these proposals which it might have been 
expected would have been welcomed in England and in this 
country as a tangible evidence of desirable international co- 
operation, have been received and ratified in England with 
doubt and misgiving, and there are some indications that we 
may approve them with reluctance and recrimination. ‘That 
is too bad, but we cannot abridge the right to criticize and 
dissent if we are to maintain a free society. The English 
appear to believe: 

1. That, at least morally, they have had to commit 
themselves prematurely to a system of world trade which 
deprives them of the opportunities to exploit their strategic 
position and, in fact, may make it impossible for them to 
recover international equilibrium. 

We can understand and sympathize with this feeling 
even though we do not agree. To expand British exports 
to approximately 150-175 per cent of prewar volume in 
the next few years, which it is estimated will be required 
to restore such equilibrium, is a gigantic task. 

2. That too short a time has been allowed for the re- 
moval of exchange controls and the restoration of free 
convertibility of sterling, and for the working out of 
special wartime financial and trade arrangements, 

We can understand but not sympathize with this 
complaint; these commitments and the loan go hand-in- 


hand. 


3. That the amount of the loan is not adeqaute to the 
need, and the terms are onerous. 


I can only say that, for myself, a larger amount and 
more generous terms would have seemed appropriate to 
the circumstances. 


On our side, while discussion thus far has been tentative 
and we have not yet had the benefit of Congressional hear- 
ings and debate, some of the objections have taken form: 

1. That we have again been “out-traded” by the 
British, who have obtained a large loan on easy terms, 
which they will use to finance socialism at home and to 
compete with us abroad. 

2. That the British loan will establish a pattern tor a 
series of foreign loans which will place an unbearable 
burden on our productive resources, and which will further 
increase the burdens of the public debt and of taxation 
required for its service. 

3. That despite its generous terms, the loan will not be 
repaid. 


Where these fears and doubts are not foolish and un- 
founded, it seems to me that they betray a lack of com- 
prehension of the tremendous enterprise on which we are 
embarked. We must keep always in mind the goal toward 
which we are pressing forward—world peace—which, among 
many other things, requires that a strong ecanomically 
healthy Britain press forward at our side. Of course it is a 
tremendous gamble—for them and for us. Of course it means 
a modification of some of our previous practices and pro- 
jected plans. For both of us it means that we shall have to 
seek high production and employment by means and methods 
which do not operate at the expense of other countries. “Che 
British will have to improve their competitive position by the 
relatively hard road of increased efficiency and productivity 
and ingenuity rather than by the relatively easy road of 
bilateral trade arrangements and discriminatory practices. 
The United States will have to place increasing emphasis on 
imports and do those things which will help to enable foreign 
countries to balance their accounts with us in goods and 
services. We shall have to face the problem of which in- 
dustries and which workers are to meet this foreign com- 
petition, and how. There are and will be many difficult 
tasks and difficult decisions, but they are minute in com- 
parison with the great task of our time and age, preserving 
the peace of the world. If we boggle at these minor attempts 
at international cooperation, assuming that they recommend 
themselves as well conceived and workable, what chance is 
there that we shall be successful in our major task of creating 
some form of world organization, that minimum form of 
world state, which can successfully control the forces of de- 
struction which man now uneasily commands? 


The Challenge of Human Engineering 


MASS PRODUCTION, A TOOL FOR RAISING THE STANDARD OF LIVING 
By HENRY FORD II, President, The Ford Motor Company, Dearborn, Mich. 
Delivered at the Annual Meeting of the Society of Automotive Engineers, Detroit, Mich., January 9, 1946 


T is a great honor to be here as your guest this evening. 
What I propose to do is to outline a problem. That 
may not be very considerate of me, but I take comfort 

from the fact that problems are the business of the Society of 
Automotive Engineers, and that you have never failed to rise 
to any difficult challenge. The problem, in my opinion, is 
one of the greatest which confronts American industry to- 
day, for it concerns human relationships—relationships which 


can either aid or impede our efforts to achieve greater in- 
dustrial efficiency. And if you can help to solve it—and | 
believe it needs the benefit of scientific thinking—you will 
have done much to increase the well-being and the living 
standards of America. 

The ability of American industry to produce has never 
had the prestige it enjoys at this particular moment in his- 
tory. The job of war production has been called a miracle. 
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confounded our enemies and drew praise from our allies. 
short time we armed the largest fighting force 
this continent: we built, armed and fueled 
hips and planes and tanks in quantities never before 
iwined; we put billions of dollars of weapons into thie 
ls of our allies all over the world. 
the mechanical principles which made possible this 
production record not new to any of us-—standardiza- 
parts, “line” assembly, the use of large, high-cost 
tools. “Vhese are the principles all of us have used 
for many years in the manufacture of automobiles. They 
are the principles of mass-production, and no group of men 
deserves a larger share of the credit for the rapid develop- 
ment of the mechanics of mass-production than you men 
issembled here tonight. 
\ass-production is not an end in itself, but a means to 
an end. It is a tool. 
In war, mass-production ts a tool for making the weapons 
of war—-as many as possible, as fast as possible. We used 
better than other nations because we had more 
practice with it and because we were better equipped to use 
it efficiently. 


re 
Walt 
are 
tion of 
ae i} ime 


the tool 


In peace-time the use of the tool of mass-production thrives 
best in a highly competitive democratic economy. For 
product onl 


mass- 


a tool which free people use in peace-time to 
make more and better products at less and less cost. 


a tool 
] 
i 


It is 
for raising the standard of living. 

\ll of us would agree that a standard of living is not a 

tion of money, but of things and opportunities. People 
prosperous and enjoy a high standard of living, when 

t numbers of them can afford a great many things and 
vices—retrigerators, automobiles, radios, homes, good food, 
education, recreation, and all the rest. Through the peace- 
me use of the tool of mass-production, American Industry 

s already made this country a land with an incomparably 
high standard of living. 

And the use in put mas ion to bring 
millions of things and opportunities within the price range 
of millions of people has in no way reached its limit. It is 
obvious, for example, how much better off we would be in 
this country if it were possible to sell automobiles for half 
their prewar prices. Millions of people who never owned 
Families which have one could have 
‘Tens of thousands of private enterprises serving the 
automobile industry and the people who drive automobiles 
would benefit, and would expand. Cut the cost of refrig- 
erators in half, cut the cost of radios in half, cut the cost 
of homes, clothing and other manufactured articles in half, 
and the people of America would find themselves vastly 
better off. 

We continually 


and 


to which we « ~ oduct 


a car could have one. 
two. 


talk about higher incomes, and higher 
wages, more money. That is all right. A man should 
be ambitious. He should try to increase his income. But in 
our discussion of higher incomes, we must never lose sight 
of the universal advantages of lower costs——ot more and bet- 
ter products brought within the budget of more and more 
neople. 
In the face of what peace-time mass-production has al- 
ccomplished in raising our standard of living, in the 
of current world praise of American industry's ability 
T things l 
we may be tempted to think that the p 


s-preduction have been exhausted 


great quantities ¢ pace oO 
tentialities of 
that we 
to the end of this road to national well-being. 


have come 
Such a no 
tion ts absurd. The mechanics of mass-production can still 
be greatly improved, and they can be more widely adapted. 

is a whole vast area in which we are only be- 


But there 
ginning to make significant progress—what we might call 


the field of human engineering. Machines alone do not give 
us mass-production. Mass production is achieved by both 
machines and men. And while we have gone a very long 
way toward perfecting our mechanical operations we have 
not successfully written into our equations whatever complex 
factor represents Man, the human element. 

! am suggesting, therefore, that we try to rewrite the 
equations to take into account the human factor. If we can 
solve the problem of human relations in industrial produc- 
tion, | believe we can make as much progress toward lower 
costs during the next 10 years as we made during the past 
quarter century through the development of the machinery 
ot mass-production. 

In approaching the complex problems of human relations, 
| believe that management must take the initiative for de- 
veloping the relationships between labor and management. 
Labor has a great opportunity to achieve stature through 
assuming greater responsibility. But I consider that man- 
agement is in charge, that management must manage, and 
that the test of management is whether or not it succeeds. 

Mass production did not invent the human equation—but 
it did alter it in a number of important respects which we 
may have been slow in taking into account. Under mass- 
production large numbers of people flocked to the assembly 
line, each to perform a highly specialized routine duty. 
Niass-production produced great concentrations of people— 
and a problem of communicating with them. And it pro- 
duced the dificult problem of specialization, where the hu- 
man being loses sight of the social usefulness of what he does. 

How badly we have taken the human factor into account 
is indicated by many statistics. The Department of Labor 
shows that a total of 216,000,000 man-days were lost be- 
tween 1927 and 1941 as a result of strikes alone. 

I am not here concerned with the justice of these strikes 
or their injustice. I am saying that some 216,000,000 man- 
days of work were lost. This idleness was expensive—to 
the strikers, to the companies and to the nation. And that 
cost was part of the nation’s cost of production. Consider 
how many thousands of automobiles, radios, refrigerators 
and other useful and needed products could have been manu- 
factured with 216,000,000 man-days of labor. Or, to put 
it in another way, consider how much lower would have 
been the cost of the things that were manufactured if pro- 
duction had not had to absorb the expense of these work- 
stoppages. Furthermore, when a production line stops, the 
jobs and purchasing power of hundreds of thousands of peo- 
ple in related businesses all over the country are affected. 

We must remember, too, that strikes are by no means the 
only measure of lost time. That loss, indeed, is only a frac- 
tion of the time lost through industrial inefficiency and 
through mass unemployment. We are all aware of the fact 
that the man-days lost through unemployment during the 
same years—1927 to 1941—were of tremendous proportions. 

I do not need to tell you that costs are also closely related 
to the productivity of the individual American worker. We 
take pride in this productivity, and as a matter of fact we 
in America cannot compete in world markets with our high 
wage rates if the American worker does not continue to be 
productive. 

Recent statistics on productivity are confusing because ot 
the factor of war. War necessarily brought into industry a 
great many less experienced men and women. The armed 
forces took away a great many skilled workers. 

Other pre-war mass production industries have found, as 
have we at Ford Motor Company, that even after allowance 
for these unusual circumstances the recent record of prod- 
uctivity is not encouraging. We keep detailed records of 
the time it takes to perform various operations. Those | 
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am about to cite are in every way comparable—that is, the 
operations have not been changed so that more time should 
be allocated to their performance. Let me give you the num- 
ber of minutes required in December, 1940 compared to July, 
1945 to perform certain operations. 

One group of operations which took 96 minutes in 1940 
took 128 minutes five years later. Another group which 
took 1188 minutes in 1940 took, five years later, a total of 
1943 minutes to perform. A third group took 28 minutes 
in 1940 and 49 minutes five years later. 

On the whole, productivity per worker in our plants de 
clined more than 34 per cent during the war period. 

1 have already pointed out that some of this was inevit- 
able, a result of the war, and I should like to say that I am 
emphasizing these figures merely to demonstrate how great 
is the need for improvement in the productivity of the in- 
dividual worker. 

As we look at these problems in human relations, we feel 
that the solution must be tound through a closer under- 
standing between management and labor. If we cannot suc- 
ceed by cooperation, it doesn’t seem likely that we can suc- 
ceed by any exercise of force. We cannot, for example, 
expect legislation to solve our problems. Laws which seek 
to force large groups of Americans to do what they believe 
is unfair and against their best interests are not likely to 
succeed. In fact, such legislation can lead to exaggeration 
of the very problem it is designed to solve. And when free 
men give up the task of trying to get along with each other, 
and pass the buck to Government, they surrender a substan 
tial measure of their freedom. 

That, then, is the problem I wanted to lay before you this 
evening. Let me summarize by stating it more briefly: In 
a free, competitive Democracy, mass-production is a tool for 
raising the standard of living by reducing costs and thereby 
bringing more and better products within the budgets of 
more and more people. We have not yet solved the problems 
of mass-production, for our failure in human engineering is 
creating waste and inefficiency with handicaps the very pur- 
pose of mass-production—lower costs. 

1 do not have the answers to this problem. But | am sure 
that workable solutions can be found if we will only bring 
to it the same insistent objectivity and willingness to experi- 
ment which you and others like you throughout industry 
have given to the mechanical difficulties in mass-production. 

In industrial human relations, then, we have a new and 
relatively unexplored frontier. And beyond this frontier lie 
opportunities greater perhaps than any of us can imagine. 

There are many considerations which we must take into 
account as we work toward a solution of this problem. | 
can name some that have occurred to me, and you will think 
of others. 


I assume, for example, that all of us agree that Labor 
Unions are here to stay. Certainly, we of the Ford Motor 
Company have no desire to “break the Unions,” to turn 
back the clock to days which sometimes look in retrospect 
much more attractive than they really were. The truth of 
the matter is that the Unions we deal with rose out of the 
very problem we are discussing—the human problems in- 
herent in mass-production. We do not want to destroy the 
Unions. We want to strengthen their leadership by urging 
an! helping them to assume the responsibilities they must 
assume if the public interest is to be served. 

It is clear, then, that we must look to an improved and 
increasingly responsible Union leadership for help in solving 
the human equation in mass-production. Union leaders to- 
day who have the authority to affect industrial production 
on a vast scale enjoy a social power of enormous proportions, 


li they are going to be real leaders they must accept the 
social obligations that go with leadership. 

What is needed today is industrial statesmanship—trom 
both labor and management. Instead, we have a tradition 
of industrial antagonism. Men who in their private lives 
would not think of entering into a brawl on the street have 
over the years found themselves blasting each other in the 
public press by colorful name-calling. ‘This tradition has 
given rise in some circles to the theory that open conflict is 
inevitable. I have even heard it said that strikes are helpful 
in “clearing the atmosphere.” 

With such unhappy theories | do not hold. Modern man, 
who has done so much to reduce the manpower loss caused 
by disease, can certainly hope to reduce the manpower loss 
from industrial conflict. The public interest requires that we 
find ways to eliminate industrial warfare without impairing 
or diminishing the rights which both Management and La 
bor must continue to enjoy. 

We will always have some honest ditterences of opinion. 
But we can certainly deal with these controversies more 
wisely and efficiently. If we are to have industrial relations 
programs and labor relations staffs, and spend as much money 
on them as we do, we should do it expertly and efh 
ciently, bringing to the task the same technical skill and 
determination that the engineer brings to mechanical prob 
lems. We must act on a more human and professional plane. 

There is no reason, for example, why a grievance case 
should not be handled with the same dispatch as a claim 
for insurance benetits. ‘There is no reason why a union con 
tract could not be written and agreed upon with the same 
efhciency and good temper that marks the negotiation of a 
commercial contract between two companies, 

In the meantime, there are day-to-day responsibilities of 
management toward employees which should fit into the 
whole pattern of the new relationships we seek. Consider, 
for example, possiblities for improvement in personnel eval- 
uation. Only recently have we begun to develop and use 
modern techniques which enable us to fit people to jobs, and 
fit jobs to people, with some degree of science. ‘Too often 


-we have assumed that if a man is a good sweeper he is a 


good sweeper only, if a man is a good assembler he is a good 
assembler only. But the results of industrial psychological 
tests show very clearly that sometimes a good sweeper may 
also be a good assembler, and an assembler may have qual 
itics of personal leadership that will make him a good fore 
man. Every company follows a general policy of advancing 
men in accordance with their capacities. But we can do a 
more scientific job, 

When we have learned to do a reasonably good job of 
evaluating an employee’s capacities at the start of his career, 
we can do a better job of upgrading. I am not talking now 
about technical requirements having to do with such things 
us automatic pay raises and seniority. I mean the develop 
ment of more opportunities for employees to improve them 
selves in accordance with their own initiative and desires. 

We know that great masses of men work constantly at 
points below their top capacities, and it is one of our jobs 
to see that ways and means are provided to help them rise 
to these opportunities. 

Communication between management and employees in 
irge mass-production plants is another important field in 
which we can work. 


1. 
he 


In any large group of people working together it is a basic 
requirement that good lines of communication exist. There 
will always be plans and estimates, information about new 
styles and new engineering, and other data, which manage- 
ment must guard closely because they are the very elements 
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on whi h tough 


But information 
yjectives and accomplishments should be 
all. People want to know what the other 
people they work with are doing and thinking. ‘They want 
to know what “the score’’ is. 


competition is based. 


out company ol 


made available to 


It is when 


But when thou- 
assembly lines in a single plant 
they create a problem of communication which has not yet 
een etter tively solved. 


for everybody to ‘‘know the score” 
there are only fifty employees in a plant. 
inds of employees work at 


fairly easy 


‘ 


in which the 
human 


In an ape world prides itself on speed and 
communication it is absurd that we 
hould not have been more successful in this field. We have 
the tools at our disposal—movies, radio, coordination con- 
ferences, newspapers, the graphic arts, posters and all the 
rest It is good business to see to it that the members of 
our industrial teams get information to make them conscious 
of the fact that they are on the team. This applies all along 
the line—-shop employees, office workers, supervisory and 
executive personnel, 


efhciency in 


! think we can lick this job of better communication. 
Informed employees are more productive, certainly, than 
uninformed employees. 

| shall not attempt to point out other areas—and there 

be many—in which we can work toward better human 
nyineering in mass-production. ‘The important thing, it 
eems to me, is to recognize the problem for the vital one 
t is and to move forward in hope and confidence and in- 
telligent experimentation toward workable solutions. 


trust 


\s a starting point for continuing efforts in that direc- 
tion, perhaps Management and Labor would today agree: 


‘That the job of American Industry—Management and 
Labor—is to make at lower and lower cost more and 
better products to sell for lower and lower prices. 
That the only way that job can be done is through 
understanding and sensible cooperation between Man- 
agement and Labor. 

That the spirit of that cooperation must be a sense of 
joint responsibility. The Public is the “Boss”, not 
Management or Labor. Both Labor and Management 
must accept their share of responsibility to the public 
welfare and live up to their commitments. 

‘That mass-production has demonstrated its ability to 
bring high wages, and that higher wages can come 
only out of greater production and lower costs. 

‘That, while no single human institution or industry 
can promise complete security because of the com- 
plexity of modern civilization, Management and La- 
bor can work toward more certain, more stabilized 
employment. 

‘That American industry should be a place of oppor- 
tunity—a place in which men and women can grow 
and develop into better jobs. 


If these are our articles of industrial faith, then we are 
squared away to attack the problem of making mass-produc- 
tion more efficient by giving the same hard-headed attention 
to human factors that we have given so successfully in the 
past to mechanical factors. The only approach we can take 
is to live up to the best industrial statesmanship of which 
we are capable. If we give the best we have, we can hope 
to get the best in return. 


Business Outlook for 1946 


DISORDERLY RISE IN PRICES MUST BE AVOIDED 
By SUMNER H. SLICHTER, Lamont University Professor, Harvard University, Cambridge, Mass. 
Delivered before the National Retail Dry Goods Association, New York, N. Y., January 7, 1946 


l. Tre GENERAL OurTrLooKk 


HE year 1946 will be one of many stresses, strains, 

and worries. “There will be much labor trouble and 

near-labor trouble. Controversies over the policies of 
OPA wili undoubtedly reach new heights. The chief eco- 
nomic ‘problem of the country will be to prevent a disorderly 
rise in prices. And yet the year 1946 will probably give the 
people of the United States the highest standard of living 
that they have ever enjoyed. People will spend more money 
tor goods than they have ever spent before. Frequently their 
dollars will not buy very good quality, and the kind of goods 
which people would like to buy will often not be available. 
Output will not be quite as high as in 1945, but considerably 
more output will be available for consumers and for private 
industry because in 1945 about one-third of the country’s 
production went into war, 


1] WHA 


As the basis for anlyzing economic trends in 1946, let us 
note what has happened in the four and a half months since 


V-] Day. 


done. ‘The low point in production apparently occurred in 


Has HAappeNep THus Far? 


The physical job of conversion is now almost 


October. “‘Vhe substantial rise in the output of durable goods 
in November indicates that the country is now on the way 
up. ‘Phe demobilization of the armed forces is over half 
completed. About 6 million men have been released. There 


is a further net reduction of about 4 million to be made in 
the armed services. This conversion and demobilization has 
been accomplished with virtually no drop in income pay- 
ments, without any drop in the demand for goods, and with 
no drop (other than seasonal) in civilian employment. Let 
me comment briefly upon these three characteristics of the 
conversion period because they are important in judging 
future trends: 

1. The maintenance of high levels of income.—I\Income 
payments in October were just as large as income payments 
in July and were only 1% below October of 1944. There 
was a small drop of about 10% in payrolls between July 
and October. The drop in payrolls was offset in the main 
by larger income payments to the self-employed. When 
seasonally adjusted, income payments in October were only 
4% less than the July rate. No one expected that income 
payments would hold up as well as this. 

2. Record-breaking Retail Sales—Sales of all 
stores in October, 1945, were over 10% above October, 
1944—$6.9 billion as against $6.2 billion. The gain in de- 
partment store sales over last year has continued until the 
end of the year. The gain would have been larger had 
goods been available. Forecasts that uncertanties of the con- 
version period would make people afraid to spend their 
money have proved wide of the mark. Even in strike-ridden 
Detroit, Christmas buying reached record-breaking heights. 


retail 
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The high. volume of retail demand has not been financed 
on balance by redemptions of war savings bonds. ‘There has 
been a rise in redemptions—from $428 million in July to 
$616 million in October and a great fall in purchases from 
$1.3 billion in July to $625 million in October—but pur- 
chases have just about offset redemptions. 

3. The maintenance of a high level of employment.— 
Civilian employment in November, 1945, was larger by 
200,000 than in November, 1944. Despite the demobiliza- 
tion of over 3 million men between August and early 
November, unemployment in November was only 1.7 mil- 
lion—less than 100,000 larger than in September. ‘This was 
only one-third as large as the amount predicted by the War 
Manpower Commission. Although there has been a fairly 
substantial decline in manufacturing employment, from 14.1 
million in July to 12.0 million in November, employment in 
trade rose from 7 million in July to 7.6 million in November, 
and employment in construction from 896,000 in July to 
nearly a million in November. 

Although the engineering difficulties of conversion have 
turned out to be far less than many people feared and em- 
ployment has held up surprisingly well, production has not 
recovered as rapidly as was generally anticipated. Only 
54,000 passenger automobiles had been produced by Dec. 1. 
This was only about one-fourth the expected number. 
refrigerator output in November was only 38% of pre-war, 
and the output of washing machines was only 50% of pre- 
war. The large rise in the index of production of durable 
goods between October and November is encouraging, and 
gives reason to hope that the flow of these goods will soon 
be considerably greater. Surprising and disturbing, how- 
ever, has been the slow rise in the output of non-durable 
manufactured goods. This branch of industry has virtually 
no engineering conversion problems. With the termination of 
government orders, the index of output of non-durable 
goods, which has been running between 170 and 173, fell 
to 159 in August. In November it was still only 161. I 
shall have more to say about this presently because it has 
a bearing upon the outlook for 1946. 


Ill. THe DEMAND For Goons In 1946 


The demand for goods in 1946 will in general exceed 
supplies. By this time, everyone is well aware of the huge 
needs which accumulated during the war and the tremen- 
dous volume of liquid assets which were acquired in the 
main by individuals but to a substantial extent by business 
enterprises also. Since 1941, retail sales have fallen short 
of their normal amount by $55 billion. About $45 billion 
of the deficit in retail sales is represented by durable con- 
sumer goods. Not all of the deficit in retail sales will be 
the basis for a future demand, but probably at least half 
of it will be. Some of the purchasing power which indi- 
viduals did not spend during the war was redistributed by 
purchases of life insurance and by betting on the horses— 
both large items. Most of it, however, still seems to remain 
in the possession of the people who did not spend it for retail 
goods, about 35% in the form of war savings bonds and 
about 65% in the form of bank accounts or cash. At the 
end of 1939 over 70% of the “liquid assets” exclusive of 
trust funds (currency, demand deposits, time deposits, and 
U. S. Government securities) were held by individuals. By 
the end of 1944 the proportion had dropped to about 63%, 
but individual holdings of liquid assets had increase over two 
and one-half times—from $44 billion (exclusive of trust 
funds) to $113.9 billion.t 


Accumulated needs of business are very large also. It may 





+ Federal Reserve Bulletin, June, 1945, p. 533. 


be roughly estimated that business outlays on plant and 
equipment during the last four years were roughly $10 bil- 
lion less than depreciation and depletion charges. ‘This fig- 
ure may be regarded as a low estimate of the accumulated 
needs of business. It does not cover conversion costs and it 
does not inclued the expenditures needed to adjust the size 
of the business plant to higher post-war incomes or to carry 
out new ideas and technological improvements developed dur- 
ing the war except as these may be implemented by the nor- 
mal process of replacing old equipment with new at the 
usual rate. 

Under the conditions which now exist there will be de- 
mand, by and large, for all that industry will be able to 
produce. Consequently, the size of income payments can 
best be estimated by making a guess concerning the probable 
size of the labor force and making allowances for seasonal 
unemployment and strikes. There will be very little seasonal 
unemployment during the next year. The labor force at 
the end of 1945 with approximately 6,000,000 men in the 
armed services was about 61,000,000. Some additional drop 
in the labor force is to be expected. The amount of the drop 
is uncertain, because there is no experience to indicate how 
many people will be willing to work when the patriotic urge 
is absent and when incomes are high. Perhaps the labor 
force after demobilization will have an annual monthly 
average of about 60,000,000. This is considerably less than 
the size of the labor force during the war when the monthly 
average reached about 65,000,000. It is however, about 
5,000,000 more than pre-war and about 2,000,000 more 
than the size which the labor force would have reached in 
1946 if the war had not occurred. The figure of 60,000,000 
may be too high. It is almost certainly not too low. 

If frictional unemployment is about 2,000,000 and em 
ployment about 58,000,000, income payments to individuals 
should be not less than $150 billion and income after taxes 
should be not less than $135 billion to $137 billion. If goods 
were available, retail sales would approximate $85 billion 
to $86 billion as compared to $74 billion in 1945. This 
assumes no appreciable change in prices and no important 
catching up on deferred demand. Goods will probably not 
be available to support this volume of sales during the first 
third of the year. 


IV. THe Supperty or Goops 

The crucial problem during 1946 is likely to be the sup 
ply of goods. I have already referred to the disappointing 
increase in production, particularly the failure of the output 
of non-durable goods to show an appreciable rise. Probably 
the actual output has been better than the figures seem to 
indicate. In some industries where production is measured 
by the consumption of raw materials, there may have been 
a drawing down of inventories. In industries where output 
is measured by finished goods, there has been a considerable 
production of parts. 

Three principal reasons are suggested for the slowness in 
the rise in production: (1) inadequate OPA price ceilings; 
(2) lack of raw materials or parts; and (3) lack of labor. 

There can be no doubt that OPA price ceilings have lim- 
ited the production of many items of goods. A better bal- 
ance in the price ceilings between different grades and differ- 
ent kinds of goods is urgently needed. Inadequate price 
ceilings may have far-reaching effects. ‘Two manufacturers 
of products using electric motors find their output limited 
because, under existing price ceilings, steel mills find it impos- 
sible to produce profitably the electric sheets which are used 
as laminations in the rotors and stators of these motors. The 
total effect of inadequate price ceilings upon production, 
however, is difficult to appraise. I suspect that difficulties in 
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OPA pricing aflect the kind of goods produced more than the 
total guantity of output. Employment and production in the 
industry may be limited because it is more 
profitable to use rayon for tires than for linings, but employ- 
ment in the tire industry is helped. I'rom the standpoint of 
) the wrong kind of goods may be quite serious 
because consumers may not be able to get what they most 
desire to buy and the purchasing power of the consumers’ 
lollar 1 be substantially limited. Even with all the defects 


, 
mens ciotimy 


however, industry is trying to hire more 
peo} le than it is able to get. It is dificult to reconcile this 
fact th the conclusion that price ceilings are seriously 
limiting the total amount of production. As shortages of 


gradually overcome, it will become 
tant that the balance of price ceilings be 


or and materials are 


ly impor 


nerea mn’) 
improved, 

Shortage of raw materials or parts is a common and im- 
portant limit on output. In some industries the difficulty 1s 
strikes; in other industries shortages reflect the tremendous 
iccumulated demand. A manufacturer of refrigerators re- 
ports that 10 of his principal suppliers are tied up by strikes. 
‘This manufacturer is developing substitute materials to take 
the place of some materials available from a single source 
only. Some suppliers are trying to meet the problem of 
excessive demand by rationing their customers on a percent- 
age of prewar purchases. This is a fair method, but it 
creates temporary bottlenecks because some supplies which 
might immediately provide jobs may go into inventories. 
Furthermore, some supplies may go to meet types of de- 
mand which will not be repeated. Let me cite the effect of 
this situation upon a manufacturer of household hardware. 
He writes as follows: 


“We were forehanded in placing post-war orders with 
our sources of supply, but our principal raw material 
being wire and strip steel, you can see that for obvious 
reasons we have not been able to manufacture at a level 
as high as we would like. We could employ more people 
if we had more material. Our operations today are run- 
ning at about 35% to 40% of 1941. The flow of raw 
materials will have to increase or we shall not be able to 
sustain even this volume of production. We are prepared 
to go ahead and expand our production just as rapidly 
as the material situation eases up.” 


Shortage of labor is frequently mentioned as the reason 
tor the failure of production to rise more rapidly. One of 
the most striking aspects of conversion has been the large 
number of vacant jobs reported by employers. ‘The unfilled 
vacancies with the U. S. Employment Service have been 
running around 700,000. These figures do not by any 
means represent all vacancies. As is to be expected, the jobs 
unfilled by the public employment offices are, by and large, 
the least desirable ones, but they are by no means all low- 
paying. One-fifth of the vacancies for males listed in Massa- 
chusetts in October paid more than a dollar an hour. In 
the Boston “Flerald” on Jan. 5 one finds vacancies adver- 
tised for a considerable variety of highly-skilled men—tool- 
makers, sales engineers (must be college graduates), design 
draftsmen, sheet metalworkers, piping draftsmen, produc- 
tion managers, glass blowers, die forgers, experienced ma- 
chine designers, product designers, cost estimators, and auto- 
mo! mechanics. 
report 


vile Many employers who pay good wages 
labor scarcities. There is, for example, a 
shortage of skilled men in the highly unionized printing in- 
dustry. A large company in the metalworking industry 
which starts common labor at 70 cents an hour reports: 


serious 


“We are definitely short of labor, although the picture 
is not uniform country-wide. We are short in New Jer- 


sey and Illinois, but in Eastern Pennsylvania and in cer- 
tain parts of the South we have a surplus of labor. Like- 
wise, on the Pacific Coast, while we expected the layoffs 
in the shipyards to help us out, we have obtained practi- 
cally no additional help which we need.” 


Of special interest is the slow increase of production in 
the non-durable goods industries which were not affected by 
conversion problems. ‘Their backlog of orders is enormous. 
Hourly earnings are well above a year ago, and there has 
been only a small drop during the last year in the weekly 
take-home pay. Consequently, earnings in the non-durable 
goods industries compare more favorably with earnings in 
the durable goods industries today than they did a year ago. 
Here, if anywhere, one would expect a large and substantial 
increase in employment. Despite large layoffs in the durable 
goods industries and the release of millions of service men, 
employment in the non-durable goods industries is about 
10% less than a year ago. A union manufacturer in the 
high-paying full-fashioned hosiery industry reports that pro- 
duction in his plant is no more than 60% as high as man- 
agement would like to have it in view of orders on hand 
and that the principal impediment to production is an in- 
adequate supply of labor. He says: 

“I do not believe that paying higher wages would assist 
us in securing more labor in this area. Our wage levels 
are well in line, if not higher than the average in the 
area, and it is my impression that nearly every one in the 
consumers goods field here is experiencing the same difh- 
culty; that is, that there is no great number of people 
seeking employment at any price.” 

The cotton textile industry is producing 18% less than 
in 1942, 8% less than a year ago, and only 10% above 1939. 
It has lost about 100,000 workers since 1942 when about 
500,000 were employed. Employment has not picked up 
since V-] Day. Employment in the women’s garment in- 
dustry in October, 1945, was one-third below 1943 and in 
the men’s garment industry 25% below. 

What can be done about the problem of labor supply? 
Many people wish to exhaust their rights to unemployment 
compensation before resuming work. ‘They are particularly 
disposed to do this because they have been working hard for 
several years and feel the need for a rest: Not much can 
be done about these people. Returning war veterans wish 
an opportunity to visit relatives, get a vacation, and to look 
around before getting themselves a job. In the three months 
after V-J Day, 3.8 million males withdrew from the labor 
force. This is far more than the usual seasonal withdrawals, 
and represents the tendency of demobilized veterans to 
remain outside the labor force for a few months. This prac- 
tice should not be discouraged. In some cases wage increases 
are needed in order to enable certain industries to attract 
labor. ‘These situations almost invariably require price 
relief. Hence the handling of these spotty labor shortages 
requires close and prompt cooperation from OPA. During 
the next four or five months a substantial increase may be 
expected in the civilian labor force, but no one knows how 
large it will be. In times past about one of three families 
have had more than one income earner. Wages are now 
high enough so that many second income earners will with- 
draw from the labor market. I suspect, however, that the 
civilian labor force may increase 3 million to 4 million be- 
yond the usual seasonal rise. This increase will come partly 
from the return to the labor force of some of the 6 million 
service men demobilized in 1945 and partly from shifts 
into the civilian labor force of many of the 4 million service 
men who are still to be demobilized. This gain in the labor 
force will materially ease the problem of labor shortages. 
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The prospect that the civilian labor force will increase by 
3 million or + million or more (after allowing for the usual 
seasonal increase) during the next few months raises the 
question of whether there will be plant enough to employ 
the number of people who will wish jobs after the war. In 
other words, may there be unemployment because industry 
lacks plant and equipment? Employment reached unprece- 
dented levels during the war because over 12 million men 
were in the armed forces and nearly 6 million in the Govern- 
ment service. The highest number ever at work in private 
industries (including agriculture and self-employed) was in 
1942 when the monthly average of non-Governmental 
workers was 46.9 million. If the monthly average of the 
labor force after demobilization is 60 million, if the armed 
services are 2 million, and other Governmental services 5 
million, and if unemployment is kept down to the fractional 
minimum of 2 million, private industry will need to employ 
a monthly average of about 51 million, or 4+ million more 
than the wartime peak. This peak was reached with the use 
of considerable second-shift and third-shift operation and 
by the employment of large numbers of men in shipyards, 
airplane plants, and powder plants where they cannot be 
used in time of peace. 

Allowance must be made for the fact that the self- 
employed (doctors, dentists, lawyers and other professional 
people) were temporarily reduced by the war, that the num- 
ber of business enterprises was reduced by about half a 
million and that many retail stores, railroad shops, garages, 
hotels were undermanned. In addition, the construction in- 
dustry, though over twice as large as at present, had in 1942 
perhaps a million fewer employees than might be expected 
before the end of 1946. 

All of this indicates that the employment of 51,000,000 
men will be possible, but that the number of people on sec- 
ond and third shifts will be about as large as during the 
war—at least, until the plant of industry can be consider- 
ably expanded. Some men and many women may prefer to 
leave the labor force rather than to work a second shift. 
In many states it would be illegal to work women on second- 
shift hours. Many men may prefer to go back to the farm 
rather than to work night shifts in the cities, thus swelling 
the excessive number of agricultural workers. 

Equally pertinent is the question of whether industry can 
get the raw materials needed for the private employment of 
51,000,000 people plus the materials needed by 7,000,000 
people in the government, civil and armed services. The 
United States will undoubtedly have to be prepared to in- 
crease its imports of many items such as metals, wool and, 
possibly, lumber. Full employment in this country makes 
desirable a prompt reconsideration of our tariff policy. 
There is real question whether the United States has enough 
low-cost steel capacity properly to service industry at full 
employment. 


V. Can a Disorperty Rise in Prices Be Avorwep? 


The most crucial economic problem facing the country in 
1946 will be to prevent a disorderly spiral of prices. Some 
rise in the general price level seems inevitable. The prin- 
cipal point of danger is that wage advances will force such 
large price increases that speculative buying will be gener- 
ated or compensating wage increases will be sought which, 
in turn, will force compensating increases in prices. 

The discussion of the ability of industry to absorb wage 
increases without price advances has not been very realistic. 
Many industries undoubtedly can grant wage increases with- 
out price increases, and have done so. Many other industries 
cannot. In many plans where civilian goods have not been 
made for three or four years, production costs are not known. 


Twenty-three industries which continued during the war to 
make substantially the same product as before the war have 
had widely divergent experience in output per man hour. 
Some of these industries have had a large gain, others have 
had a substantial loss. ‘The average increase (a little more 
than 5% in five years) has been less than normal. Some 
industries report a letdown in labor efficiency since V-J Day. 
This is not surprising and is likely to be temporary, but no 
one knows how long it will last. 

It is said that industry will be able to reduce labor costs 
by the more “frugal” administration wage systems and by 
the elimination of premium overtime payments. There will 
be no reduction in labor costs from the more “frugal” ad- 
ministration of wage systems. Wage systems may well be 
more “frugally” administered, but this will not reduce 
hourly earnings. It will simply reduce the rate at which 
they creep up by numerous minor adjustments or from fail- 
ure to make minor adjustments in piece rates as working 
conditions improve. Some saving in premium overtime will 
be achieved, but it will be small. In October the non- 
durable goods industries as a whole were working an average 
of one and a half hours of overtime a week and the durable 
goods industries nearly two hours overtime per week. This 
is likely to continue. More substantial are the savings to 
industry from tax reductions. All in all, industry as a 
whole might absorb a 10% to 12% increase in wages with- 
out higher prices or an encroachment upon profits. This is 
an over-all figure and there would be wide variations in 
the effect of a given wage change upon different industries 
and upon different plants in the same industry. General 
increases substantially in excess of 10% or 12% would 
touch off price increases which might be hard to stop. 

The danger of a disorderly rise in prices will be accentu- 
ated by the continued deficit in the budget of the Federal 
Government during the first half of the year. The Gov- 
ernment, however, will be reducing rather than increasing 
its purchases of goods. The deficit will represent, in the 
main,, payments on purchases made some time ago. Such 
payments are less inflationary than the placing of new orders. 
The budget deficit, therefore, will not be too serious a threat 
to stability. 

The expansion of credit in the purchase of real estate 
may aggravate a situation which is becoming increasingly 
dangerous. Although the construction industry has had a 
counter-seasonal rise in employment during the fall of 1945, 
construction is only half the level of 1943. The housing 
shortages are severe and are growing worse every day. 
Over a million families are estimated to be doubled up; the 
number may increase to 2,500,000 by another year. The 
demobilization of the armed forces will, as usual, bring 
about an abnormal increase in marriages. Despite the des- 
perate housing situation, less than one-third of private con- 
struction in the third quarter of 1945 was residential build- 
ing and the number of new dwelling units started was less 
than half the pre-war rate and little more than half as 
much as the increase in the number of families. Under these 
circumstances, making more credit available for the purchase 
of housing obviously does not reach the real difficulty. Effec- 
tive steps are needed to increase the production of houses. 

The large foreign demand for our goods indicates that 
the United States must be prepared to enter into gentlemen’s 
agreements to channel this demand and possibly to control 
the size of orders and the timing of their placement. In 
some industries this country is prepared to export large 
quantities of goods without strong direct pressure on prices. 

I am quite hopeful that a disorderly rise in prices can be 
avoided, though one must confess that the chances of pre- 
venting it seem less bright today than several months ago. 
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\I\ belief that price movements can be kept orderly rests 
r principal reasons: 
[he general public on the whole has refused to 
tor goods at high prices. On the contrary, con- 
ave usually paid high prices with considerable 
nce and have often refused to pay them. Consid- 
e consumer resistance to rapid increases in prices can 
expect d 
’) Wage increases will probably be held down to 
amounts which will make unnecessary large increases in 
prices. 


3) Before the middle of the year managements will 
probably be able to bring about significant gains in out- 
put per man-hour. 

+) ‘The OPA wiil probably be retained beyond the 
th of June. 


CONCLUSION 


Let me conclude by saying a few words about these 
points. Every one acknowledges, I believe, that the public’s 
contribution to price control during the war turned out to 
he far greater than anyone dared hope. Few people in 1939 
would have dared predict that prices could have been kept 
under control with the public’s holding such huge quantities 
ot liquid assets as it has acquired. American consumers are 
likely to continue to make their contribution to price con- 
trol. Perhaps wage negotiations in the next several months 
will pay more attention to questions of efficiency. Thus far 
employers, by and large, have failed to bargain for the re- 
moval of obstacles to efficiency and have failed to propose 
arrangements which would increase the interest of wage 
earners in raising output per man-hour. Perhaps the ex- 
planation is the inexperience of most employers with collec- 
tive bargaining. Some letdown in efficiency after the hard 
production drive of the war is quite natural. Furthermore, 
the war leaves many unsettled issues in plants. Some of 
these issues lead to strikes. At any rate, sooner or later most 


of them get settled. After a few months of letdown, after 
unsettled issues have been cleaned up, after people get some 
strikes out of their systems, and after managements have 
had an opportunity to get the “bugs” out of the production 
of new civilian goods, efficiency begins to pick up. This 
pick-up in efficiency ought to become fairly evident before 
summer. A rise in output per man-hour is badly needed. 
One frequently sees statements that the safeguard against 
inflation is production. This is only true up to a certain 
point. Production creates enough income flow in the form 
of wages and profits to purchase what is produced. Conse- 
quently, unless there is technological progress, there is no 
opportunity to reduce prices without encroaching upon 
either wages or profits. Technological progress is needed 
in order to help industry hold down prices in the face of a 
huge accumulated demand. 

Most people are eager to see the time when the OPA 
can be abolished. Some businessmen have even proposed 
that it be abolished in February. This is obviously unreal- 
istic. ‘The upward pressures on prices are now greater than 
ever. It would be unwise to set an arbitrary date for ter- 
minating OPA. That should depend upon economic condi- 
tions. On the day when the OPA is terminated, the full 
responsibility for preventing a disorderly rise in prices will 
be transferred to business. The public expects prices to be 
held down and, after the abolition of the OPA, will hold 
business responsible for seeing that prices are held down. 
I do not believe that the public has very rigid ideas on this 
subject. Slow price increases which do not touch off specula- 
tive buying would not be resented. Indeed, there is much 
to be said in favor of them. But a speculative rise resulting 
in a subsequent collapse would arouse deep indignation. 
Business cannot afford to risk the responsibility for such a 
rise. Consequently, business should not ask that the OPA be 
abolished until business feels quite able to assure the public 
that price movements will be kept orderly. It would be far 
better to keep the OPA six months too long than to abolish 
it six months too early. 





Citizen Responsibilities of the Individual 


ORGANIZATIONS MAY ASSUME AUTHORITY BUT NOT RESPONSIBILITY 
By B. E. HUTCHINSON, Chairman of Finance Committee, Chrysler Corporation, Detroit, Mich. 





Y way of orientation of myself to you and my sub- 
ject, may | say that my life has, largely, been spent 
making and selling things. Moreover, I am sort of 

an anachronism, a hold-over from a previous age, when it 
was the fashion to assume full responsibility for making 
one’s own living. Government then was more remote from 
daily life, and it was still fairly safe to assume that if one 
obeyed the “Ten Commandments’ he would not be guilty of 
any serious infraction of the law. 

My first job paid 15 cents an hour, and | worked 60 
hours a week. Lately I have done rather better—that is, 
1 have both worked more hours and gotten more pay. How- 
ever, | have never been in business for myself, and am still 
properly classified as one of the “hired hands.” 

My situation is a little complicated by the fact that as 
a Director of the Corporation for which | work I have a 
trusteeship responsibility to some 50,000 odd stockholders 
who own the outfit. Almost as many people own the com- 
pany as work for it. The stockholders want more dividends, 
the employees want higher wages, the customers want 


Delivered before the Governmental Research Association, Detroit, Michigan, December 13, 1945 


lower prices, and I want my salary raised! These conflict- 
ing interests make life quite interesting! 

Such in general is my background, and such are the cir- 
cumstances under which we meet here tonight. The times 
have changed—We seem to have lost much of that keen 
pioneer awareness, that acceptance of individual responsibility 
for our own lives and destiny so characteristic of our fore- 
bears. We have reverted to a sort of herd instinct which 
numbs and discourages individual effort, and makes it seem 
futile. Now nearly a third of our adult population have 
never known what it is to live in a land of liberty—free from 
government regulation and regimentation! This nation now 
looks more to Washington, and less to God, than it used to. 


Discussion or CitizeNsHip Must Rervect 
Point oF VIEW 
A discussion of citizenship and of the responsibilities of 
individuals to their government, to be coherent must reflect 
a point of view. It has to disclose convictions, or confess 
a lack of them, regarding the basis from which life is evalued. 
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The simplest basis, and one much in vogue today, is calories. 
It is important. 

1 do not believe it was by any means fortuitous that the 
Lord in the prayer He taught us to say, after proclaiming 
the universal and eternal supremacy of the spirit, made first 
a supplication for our daily bread before undertaking to deal 
with our transgressions, or to admonish us as to how we 
should behave toward thdése who trespass. against us. 


Lire ts PRiMArRiLy AN ADVENTURE OF THE SPIRIT 


The simple idea of food is readily elaborated into ‘‘stand- 
ard of living’ and with one more sublimation we have that 
general concept known as ‘economic man.” There are many 
who hold the view that while some importance may attach 
to aesthetics, ethics, morals, or even religion, economics is 
fundamental, and problems relating to production and prop- 
erty are deserving of our major attention. 

As for me, I simply do not believe or accept this point of 
view. I believe life is primarily an adventure of the spirit, 
an episode in the working out of the destiny of man’s im- 
mortal soul. I believe the establishment and maintenance of 
the dignity of the individual should be our principal objec- 
tive. We should consciously strive for the greatest freedom, 
the greatest opportunity for each and every human being 
now on earth and yet to come. Each individual in his turn, 
insofar as is humanly possible without infringing on the 
rights of others, should be responsible for working out his 
own destiny unmolested. 


Our Country Is ABpout THE Last RAMPART 
OF FREEDOM 


Between these two points of view there is more involved 
than any mere matter of emphasis. ‘They predicate two dis- 
tinctly different ways of life, and the conflict between them 
is interminable. Perhaps most important of all, men’s at- 
titude toward government, and their conception of their 
responsibilities as citizens, is largely conditioned by their con- 
victions with respect to these two antipathetic points of view. 
All over the world during the past few decades, as we all 
well know, these two points of view have been in conflict. 
Our country is about the last rampart of freedom remaining, 
and here it is seriously challenged. 

By the force of our arms, and with the help of at least 
one ally of doubtful orthodoxy, we have just retrieved from 
imminent threat the right of Christendom to continue to 
exist. “The schism which breached the peace of the world 
does not stop at our borders, unfortunately. Here at home 
in our own country the same conflict of ideas and ideals 
goes on. 

Upon two things only, perhaps, almost everyone agrees— 
first: this is mot the best of all possible worlds, at least not 
the way it is running now, either at home or abroad ;—and, 
second: quite regardless of all the gripes we have about this 
our country, and our various and sundry ideas about im- 
proving it, we can still agree this is the best country on 
earth today and to date. 

To some who might be inclined to question, if not to 
challenge, this second point, let me point out that communism 
has not been tested out very well yet, and what little we 
know about it does not look too good. 


COMMUNISM ASSUMES RESPONSIBILITY 
FOR THE INDIVIDUAL 


Communism assumes responsibility for the individual—is 
quite insistent upon it, in fact. Differences of opinion are 
frowned upon. No doubt about it. In a communist country 
I might be shot for the things I am saying here tonight! 


[ don’t like that way of concluding an argument—no mat- 
ter which side 1 am on. 

Good arguments can be relied upon to bring out lots of 
angles which might not otherwise receive consideration. ‘he 
principal, and in my opinion, the only valid argument tor 
protecting the rights of a minority, is to provide added as 
surance that through constructive criticism the majority may 
eventually always,be right. Any suggestion that everyone 
get behind one idea and all join one party line is essentially 
totalitarian and undemocratic. 


And it might be a good idea for some of our worthy peo- 
ple who seem at times to be intrigued with collectivistic 
ideas of one brand or another to note that neither the Church 
nor the Labor Unions have done very well under com- 
munism, and neither were tolerated in the totalitarian na- 
tions we have just overthrown. Freedom of worship, and 
freedom to work at a pursuit of one’s own choosing, are 
blessings enjoyed only in highly individualistic societies. 


Our GovERNMENT Derives Its Power From 
CONSENT OF GOVERNED 


Our own American approach is unique in the annals of 
history. We avowedly organized on the basis that the gov- 
ernment is the servant of all the people. We said so in 
forthright terms in our Declaration of Independence. 

Our Federal Government was founded on a declaration 
which said that governments derived their just powers from 
the consent of the governed. This Government was not 
created as a repository for responsibilities. We were ex- 
plicit in our emphasis upon the rights of the individual 
citizen when the foundations of this nation were laid down. 
Ours is unquestionably the most avowedly individualistic 
government the world has ever known, or it was until we 
lately began to tamper with it. 


AMERICAN CITIZENSHIP Is A GREAT Privitece 


May I quote the first sentence of our Constitution? It 
is one of the most thrilling sentences ever written: “We 
the people of the United States, in order to form a more 
perfect Union, establish justice, insure domestic tranquillity, 
provide for the common defense, promote the general wel- 
fare, and secure the blessings of liberty to ourselves and our 
posterity, do ordain and establish this Constitution for the 
United States of America.” 

This sets forth the conception of government we initiated, 
which up to now we have maintained at great cost, and 
which is now subject to relentless pressure both from abroad 
and at home by those who put their faith in collectivism, 
who would deprive us of our freedom, trespass on these so 
recently acquired inalienable rights of the individual man, 
and destroy the very foundations of our strength and great- 
ness. Citizenship in this country is at once a great privilege, 
and particularly at this time, a grave responsibility to every 
man who enjoys it. 


ORGANIZATIONS PLAy IMPORTANT PART IN Que Lire 


“We the people.” These are the first three words of our 
Constitution, and significant words they are! This gov- 
ernment was no organization of various “‘estates.”’ It never 
recognized any “classes” among its citizens. The basis of 
our government was “ordained and established” by its citi- 
zens acting as individuals. 

But as the scope and complexity of our social and economic 
structure has increased with the advances made in science 
and industry, so has the elaboration of organizations men 
have felt called upon to devise to deal with life's problems. 
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I invite your attention to the increasing importance of or- 
h in our present scheme of things. 
astonished by their number, and the 
which their activities are di- 
Someone has conjectured that there are more organi- 
United States than there are individuals. 
at first seems, I am inclined to believe that 
correct, accepting the broad definition of “‘or- 
as that kind of cooperation among men as is 
conscious, deliberate and purposeful. 

Some organizations involve an enormous number of peo- 
ple, as for example, Government. Others are as small as a 
committee of three appointed to write a memorial. Some 
have a history of centuries of continuous functioning, for 
example, the Catholic Church, one of the oldest organiza- 
tions on earth today. Others are as ephemeral as the morn- 
ing mists and have their transitory being in a single meeting. 
Some have the substance of a billion dollar corporation. 
Others are as evanescent as a group who meet for lunch 
each day at a certain table at the club. 


More 


ypanizat 
Q)ne is 


1 
’ 


muitit 


ions as sur 
iminediately 
licity of objectives to 
rected. 
Zations in these 
Incredible as it 
it is probably 


ganization 


AND More We SpkAK oF PropLt 
IN CLASSES AND Cat EGORIES 


‘There are formal and informal organizations, some char- 
tered with constitutions and by-laws, others merely the out- 
growth of intuitive understanding. 

‘These organizations 
enormous importance 
substantial way, 


have come to position of 
in our to overshadow, in a very 
our very individuality. So much in life that 
is accomplished through formal organizations 
and importance of the individual tends to be 
Indeed to an alarming extent the thought of people 
as discreet personalities, as individuals, has all but atrophied, 
More and more we speak and think of people in classes and 
categories, such as workers, Protestants, Republicans, man- 
, Canadians, farmers, Detroiters, etc., etc. 

This is a great convenience at times when dealing objec- 
tively with the possible or probable consequences of actions 
presently contemplated, but when such conceptions of class 
begin to permeate the minds of individuals to the extent 
that consciously, or even unconsciously, men abrogate to or- 
ganizations their sense of individual responsibility, the con- 
sequences are very far-reaching. Something of the sort seems 
to have happened, and the result is menacing. 


occupy a 
lives, 


is successful 
| 

that the 

obsc ured, 


role 


igements 


FREEDOM AND Liberty ARE POIGNANT ASPIRATIONS 


Freedom and liberty are two of mankind's most poignant 
aspirations. It will be the height of irony indeed it, having 
progressed so far along the paths of freedom, having obtained 
for every man an unprecedented opportunity to work 
his own destiny with dignity and honor, we 
through sheer ineptitude or indifference 
sipate birthright by abrogating 
Frankensteins of our own devising. 


out 
were now 
gratuitously to dis- 


our individuality to 


our 


AssuME At 
RESPONSIBILITY 


ORGANIZATIONS MIAy 
Br l Nor 


PHORITY 


] 


upon any particula: 
class of org izations. It is a general 


‘This is no organization, of 

directed to an 
In this day and 
exercised through 
innumerable organi- 
designed as “pressure groups” 
Severed to their own special interests. A large 
portion of our zens often neglect to participate directly 
in the iaieaiiien of government. ‘They rely upon various 
organizations to represent their views on public matters. On 


query 


analysis of the present state of our aftairs 


age the responsibilities of citizenship are 


many and diverse channels. “There are 


Zations, some of them br izenly 


avow edly 


the rare occasions when they may go to the polls, their bal- 
lot is as apt to reflect the policy of some organization as 
their own personal conviction. 

Under these circumstances, active participation in direct- 
ing and conducting these powerful auxiliary organization 
activities becomes of only some lesser degree of importance 
than the exercise of the political franchise itself. A good 
citizen should carefully consider and faithfully discharge his 
responsibility for the conduct of every organization of which 
he is a member. He may delegate to an organization the 
authority by which he speaks as a citizen, he cannot delegate 
the responsibility. 

Many organizations dealing importantly with affairs for 
which the individual citizen’s responsibility is inescapable, 
seem to have fallen into a sad state. We have, for example, 
two sprawling major political parties, each representing all 
shades of incongruous political opinion and each expressing 
principally the inordinate desire of its partisans to be in 
office. 


100 Mittion Dotvars SPENT YEARLY TO 
SupPoRT ORGANIZATIONS 


American business and industrial interests are reported to 
be expending well over 100 million dollars a year in support 
of a multitude of associations of one designation or another 
and for diverse purposes. These organizations are frequently 
far from well integrated in the support of measures of im- 
portance to their own common constituencies. 

Labor as a group is, if anything, even more elaborately or- 
ganized in its own special interest. From a U. S. ‘Treasury 
Report on ‘Tax Exempt Organizations you can learn that 
for the year 1943, the latest figures available, 30,497 labor 
organizations collected $336,000,000 in dues, fees, fines, as- 
sessments and “other sources.” The seven largest of these 
union organizations had average annual receipts of $8,400,- 
000 each! 

The report also discloses some interesting information on 
disbursements. “Twelve per cent went to compensating ofh- 
cers. Another 16 per cent was paid out in wages, salaries 
and commissions. Grants and gifts accounted for 3 per cent 
more. ‘Their “operating expenses, etc.” were 32 per cent. 
Receipts exceeded disbursements by $90,000,000, or 27 per 
cent presumably was held available for future use $33,000,- 
000 or 10 per cent was reported disbursed under the caption 
‘benefits to members.” Such is the evidence that another 
group of our citizens are organized in a substantial way to 
deal effectively with their own special interests. 


INDIVIDUAI 


RESPONSIBILITY Has Become ‘Torpip 


In all these various areas of organization activity apathy 
on the part of individual constituent members leaves to the 
organization leadership a latitude which they at times misuse. 

As individuals, we too often choose to delegate our indi- 
vidual responsibilities to organizations to which subsequently 
we pay too little attention. Our sense of individual respon- 
sibility has become more than a little torpid! 

The evasion of individual responsibility has developed to 
such lengths that often organizations themselves no longer 
speak in the name of their responsible officials. Men hold 
‘on’ and “‘off the record” opinions, not infrequently at vari- 
ance with each other! Such studied duplicity is rather hard 
to reconcile with any acceptable standard of personal in- 
tegrity. 

It is really ridiculous, but tragically so. The individual. 
bit by bit, has delegated his responsibilities to this, that, and 
the other organization, and now finds himself misrepresented 
by agencies of whose actions he is often quite ignorant, and 
over which he has no ready means of regaining control. 
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We Are in Dancer oF Losinc INpDIvIDUAL 
FREEDOM OF CHOICE 


We are in danger of losing our individual freedom of 
choice with respect to some of the most intimate and funda- 
mental aspects of lite . . . indeed, if we may judge by devel- 
opments in other less fortunate countries, of losing our liberty, 
and eventually, if we do nothing about it, perhaps even our 
lives. Violence as a technique of argument appeals to some 
in that it leads to obvious and perfectly definite conclusions. 
It can be successfully met only in kind. Therefore, there 
can be no true justice unless and until the use of force is 
monopolized by government, and the supremacy of impar- 
tial law re-established. 


GOvVERNMENT-CITIZEN RELATIONSHIPS Have BEEN 
STUDIED FoR YEARS 


‘Lhe inter-relation between government and the individual 
citizens has been the subject of much thought and study 
throughout all ages. he variations and mutations in the 
forms of government the ingenuity of man has devised, only 
to become discontented with, and then to destroy, are in- 
numerable. 

An early historical incident of a thoroughly modern flavor 
is to be found in the First Book of Samuel. It seems the 
children of Israel had been living, under a democratic sort 
of arrangement, with Samuel taking care of the dispensation 
of justice and the administration of the law. Everything else 
ran on a pretty individualistic basis. 

However, the prophet apparently succumbed to the temp- 
tation of nepotism, and delegated some of his judicial auth- 
ority to his sons. The boys, as the Bible says, “walked not 
in his ways, but turned aside after lucre, and took bribes, 
and perverted judgment!” 


Even In Bisie ‘Times Some Wantep To 
LEAN ON A KING 


Then, as now, apparently the perversion of justice bred 
discontent among the people and raised questions about the 
desirability of their existing Government. The Elders of 
Israel came to Samuel and complained about the way things 
were going, and asked him to make them a king, “like all 
the nations.” 

Samuel was smart enough to see that the idea of a king, 
a dictator wasn’t good, and prayed to the Lord about it. 
And here in the seventh verse of the eighth chapter of First 
Samuel you find a terse account of a situation that has been 
repeated many times in history—right up to the present day: 

“And the Lord said unto Samuel, Hearken unto the voice 
of the people in all that they say unto thee; for they have 
not rejected thee, but they have rejected me, that J should 
not reign over them.” 

How true it was! They did not want to deal individually 
as free men with the problems which confronted them. ‘They 
wanted to Jean on a king. They were willing to delegate 
their freedom, in the vain hope their problems might be 
solved for them, “like all the nations!” 

Then, it is reported, the Lord, after a pretty thorough- 
going exposition of the shortcomings of his people, went on 
to say to Samuel: “Now therefore hearken unto their voice: 
howbeit yet protest solemnly unto them, and show them the 
manner of king that shall reign over them.” 


SAMUEL Apvisep THat Kincs Usvua.ty 
MAKE SERVANTS OF PEOPLE 


Samuel turned out to be a true prophet, as the subsequen! 
history of the children of Israel proved. On this occasion 
here is what he told the people: “This wil! be the manner of 


King that shall reign over you: he will take your sons, and 
appoint them for himself And he will appoint him 
captains over thousands, and captains over fifties; and will 
set them to ear his ground, and to reap his harvest, and to 
make his instruments of war . And he will take your 
daughters to be contectionaries, and to be cooks, and to be 
bakers. And he will take your fields, and your vineyards, 
and your olive yards, even the best of them, and give them 
to his servants. And he will take the tenth of your seed, and 
of your vineyards, and give to his officers, and to his 
servants.” 

Isn't this reminiscent of the history of the past few de- 
cades? ‘The only substantial inaccuracy applied to our times 
is the percentage. How happy would we be today if we 
could settle tor only ten per cent! 

“And he will take the tenth of your sheep; and ye shall 
be his servants.” 

Hayek didn’t say it any better 


Our FoREFATHERS Apvocatep A UNITED 
Nation Wir Justice For Att 

‘To what interests did we dedicate ourselves at the time 
this nation was founded and in what order did we attach to 
them importance? And in what ways are we straying trom 
high purposes which in so short a time led us so far along 
the paths of human progress? 

First we declared for “a more perfect union.” Our fore- 
fathers were convinced we had to work out our destiny as a 
“united nation.” Seventy-four years later an attempt was 
made to split this nation geographically. We fought one of 
the most bitter civil wars in all history to preserve our union. 

Now there are those who would split our unity horizon- 
tally, and segregate us into classes. They openly proclaim 
their purpose. This is treason, and should be so regarded. 
More insidiously, but scarcely less effectively, others would 
differentiate us into functional groups, and organize us politi- 
cally as agriculture, labor and industry. In my opinion they 
are more misguided than malicious, but the mischief they 
work is tremendous. 

Our next purpose was the establishment of justice. If the 
history and experience of statecraft prove anything at all 
it is that there is justice only under law. Tyranny is tyranny 
by whomever practiced, and today we are struggling to 
throw off the tyranny of many rules and regulations osten- 
sibly imposed on us to meet war conditions. Much of the in- 
justice of our so-called administrative law lies in its obscurity, 
complexity, and lack of provision for judicial review. There 
can be no real justice in this country until the individual 
citizen is again subject to a rule of law administered by 
courts before whom all men appear on a basis of equality. 


A Crrizen Is First anv VoremMost 
AN INDIVIDUAL 

A citizen in a free country is first and foremost an in- 
dividual, and responsible to God and man as such. He 
cannot, as a member of a class or organization, be accorded 
or denied privileges if that justice which is the necessary 
concomitant to the preservation and enjoyment of liberty is 
to prevail. 

It is our individual responsibility as citizens resolutely to 
refuse either to accord or accept any special privilege, or to 
countenance them as a feature of our policy. 

We set out to “insure domestic tranquillity.” It took pre- 
cedence over, to “provide for the common defense.” It 
properly should, because it is the source of our strength. We 

atl feel and know we have more to fear from dissension at 
home than from any attack from abroad, per yet we are 
strangely apathetic about it. 
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‘TRANQUILLITY SHOULD 
Be REAFFIRMED 


DoMeEsti 


ln many respects we are a curiously lawless people, and 
this trait is the occasion for much of our discomfiture, Our 
famous Eighteenth Amendment provides an excellent ex- 
ample of it. We attempted the impossible—the improvement 
4 the moral fiber of the individual through legislative fiat. 
lhe result was disastrous. It brought on the most flagrant 
and widespread disregard for law. It established as a pattern 
in our national life a tolerance toward civil disorder that con- 
to plague us. “Domestic tranquillity” was one of our 
prime objectives. It should be re-affirmed. It is very funda- 
mental indeed, and involves concepts no more complicated 
than the right to walk the streets unmolested. 


tinues 


ENeRGIES OF FrReepoM Have ALREADY 
PerrorMep MuirAcLes OF ProcGress 

\We citizens of the United States of America are pledged 
each to all others to “promote the public welfare.” Certainly 
in our present-day complicated social-economic structure, 
elaborate and numerous organizations are necessary. As indi- 
viduals we can legitimately organize to do things, to produce, 
to serve the needs of society. We cannot permit the power 
of organizations to be perverted to purposes which ex- 
perience shows are in effect conspiracies against the public 
interest. 

lhe crowning aspiration of those who conceived and con- 
trived this government of ours was that “we the people” 
should “secure the blessings of liberty to ourselves and our 
posterity.” This was then, is now, and ever will be, spiritual 
adventure of the highest order. 

In the great emergencies we are magnificent. ‘wice now 
in world-wide our might has tipped the scales, 
against great initial odds, in favor of freedom and righteous- 
ness, against the forces of evil and oppression. Meanwhile 
we have demonstrated conclusively that through our Amer- 
ican way of life mankind can earn his daily bread with less 
sweat on his tace than was ever before found possible. 

‘The energies which freedom in this land of ours unleashed 
have performed miracles of progress toward ever better and 
fuller ways of life, and there are no visible boundaries to 
estrain our further growth. One invisible, tmponderable, 
nut all pervasive obstacle stands athwart our path. We must 
use our new found power to serve, and not to oppress each 
other, or the very well-springs of our strength dry up. As 


Wats 


} 
i 


free men we compete, each with all others, in whatever line 
of endeavor we individually may choose, but our competition 
must be to serve best, not to get most, or we will consume 
ourselves in internal strife. 


Ask YourseELves—Do You Want 
To Be Free? 

There are those among you, I have no doubt, who in 
weariness have long since asked yourselves, “So what? All we 
have heard so far are pious generalities, but what’s to be done 
about this, that or something else ?” 

Well, if you want to be free, ask yourselves that question! 
If you believe the individual should have the problems of 
his lite settled for him—where, and when, and how he will 
eat, live and work, you are a collectivist at heart, and not in 
the American tradition. 


Now Is tHE Time To Restore THE FUNDAMENTAL 
IDEALS OF Our FouNDERS 


Today there are many—all too many—who scoff at such 
ideas as have been here suggested, who regard them as old 
cliches, as outmoded in their context as in their expression. 
To me it is very sad that this is so. To the extent that those 
of us who believe in the eternal truth of the ideas and ideals 
set forth in our Declaration of Independence, and in our 
Constitution, have refrained for one reason or another from 
proclaiming them, we are ourselves responsible, at least in 
part, for the present state of confusion we so much deplore. 

1 think it is time to restore these fundamental ideas to 
currency—to repat them with reverence, and to believe in 
them with passion. 

Can we here tonight as fellow citizens of this great re- 
public, with the declared objectives of this nation in mind, 
say to ourselves and to each other in all sincerity, as our 
foretathers said, and | quote: “Appealing to the Supreme 
Judge of the world for the rectitude of our intentions .. . 
with a firm reliance on the protection of Divine Providence, 
we mutually pledge to each other our lives, our fortunes, 
and our sacred honor ?” 

That is the spiritual level at which our country was con- 
ceived. Such was the standard of citizenship responsibility to 
which the founders of our country subscribed. 

Wee have been given the vision. Have we the courage, the 
integrity, to keep faith in those principles that made our 
country great? 


Shall Agriculture Lean or Lead? 


WHICH WAY TO FREEDOM AND SOLVENCY 
By WHEELER McMILLEN, Editor-in-Chief of Farm Journal 
Delivered before the National Council of Farmer Cooperatives, Chicago, Ill., January 8, 1946 


HE foremost task of agricultural leadership is to ad- 
vance the standard of living of the people who operate 
the farms of America. Every success in that task adds 
stability to the national economy. 
No high standard of living can be maintained except for 
a people who remain free and who continue to be solvent. 
Not | 


can a people be free unless they are solvent as indi- 
viduals and as a nation, 


Thére is reason these days for agricultural leadership to 
oth with freedom and with solvency. 
It may therefore be appropriate this afternoon to reflect upon 
certain conspicuous events of recent times, and to consider 
their bearing upon agriculture’s future. 


concern itself deeply I 


During the eight immediate pre-war years inchuded in the 
period 1934-1941, the government of the United States 
spent some money for purposes which were described as 
intended to be beneficial to agriculture. 

From the particular total to which I wish shortly to refer, 
all the expenditures for some thirty or forty federal agricul- 
tural agencies, boards and bureaus, including all those per- 
taining to the regular establishment of the Department of 
Agriculture, are excluded. Those to which I shall refer are 
included under only eight titles. 

These eight are the Agricultural Adjustment Act of 1935, 
the Surplus Marketing Administration, Agricultural Con- 
tracts Adjustment, Soil Conservation, the Price Adjustment 
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Act of 1938, the Sugar Act of 1937, and the General Agri- 
cultural Adjustment Act program. The eight years’ pre-war 
total outlay of public money under these eight titles was 
$10,330,790,000. 

That would be an average outlay of somewhere between 
$1700 and $2000 for each farm defined by the United 
States Censuses covering those years. 

Ten billion dollars, enormous a sum as it is, might be 
cheap price for the nation to pay to obtain a durable, stable 
condition of agricultural prosperity. Labor and industry 
would then, too, be assured of stability and prosperity. 

The gross farm income in 1939 and 1940, after the effect 
of these expenditures should have been felt, was still two 
billion dollars a year below the average annual farm income 
during the ten years of the 1920-1929 decade. Despite the 
addition of nine million more customers in the national 
population by 1940, not until war-time were the farm in- 
comes of the nineteen-twenties equalled. 

The ten billion dollars did not buy prosperity for agri- 
culture. To what purpose, then, beyond temporary relief, 
were these billions added to the public debt of the American 
people? Were any agricultural problems permanently solved ? 

Does anyone, as a result, now know how the cotton 
farmers may hereafter be assured of sound and profitable 
markets ? 

Is there never again to be fear of more wheat being pro- 


> 


duced than can be sold at profitable figures? 

Have the farmers of the cornbelt been safeguarded 
against future economic disasters ? 

Are the fruit and vegetable producers, the poultrymen 
and the dairymen henceforth to be able to find answers to 
their problems from out of this ten billion dollar fund of 
experience ? 

These are fair questions! What have the people of Amer- 
ica bought for agriculture with ten billion dollars? Since it 
was not farm prosperity, was it a ten billion dollar guide to 
the future? Shall we hereafter know what to do? Have we 
accurrulated a pot of wisdom worth ten billion dollars? 

Or, has agriculture suffered ten billion dollars to be 
poured out of the public credit into political rat-holes ? 

And, are we again likely to be confronted by another 
surplus of rat-holes? 

The United States Department of Agriculture has been 
in existence for a little less than sixty years. Some of the 
state agricultural colleges and experiment stations are a 
little older. 

Recently I had occasion to examine the history of crop 
yields during the last half-century while these institutions 
have been in operation. To obtain a comparison little in- 
fluenced by the controlling effect of annual and cyclical 
weather variations, the fifty-vear period was divided into 
two halves. The eight major field crops, those which occu- 
pied the largest acreage throughout the fifty years, were 
listed by annual yields. The yields of from 1894 to 1919 
were then compared with those from 1919 to 1944. 

Only two of the eight averaged higher yields per acre 
during the seceond half than during the first half of the 
fifty vears. These, ironically enough, were wheat and cot- 
ton, the two which are most often produced excessively. 

The average yields from 1919 to 1944 were lower for 
six crops. These were flax, rye, barley, hay, oats and corn. 


AVERAGE YIELDS OF EIGHT PrincipAL Foop, FEED 
AND Finer Crops 
(Top line, 1894-1919; lower line, 1919-1944.) 
Wheat Corn Oats *Cotton *Hay Barley Rye Flax 
14.1 268 29.7 186.2 1.29 23.5 129 8.6 
14.3 266 29.3 199.3. 1.27 22.1 11.9 7.4 


* Cotton in pounds, hay in tons, others in bushels. 


What conclusion shall be drawn trom these comparisons? 
Public moneys have been spent through the Department of 
Agriculture and the State Experiment Stations in scientific 
research. They have been spent through the Extension Sys- 
tem and the Universities for agricultural education. Yet the 
average yields of only the surplus crops have risen, while the 
vields of six other primary food and feed crops have actually 
tallen. 

The apparent result of considerable governmental expendi- 
ture, plus other efforts, is that we are falling a trifle short 
of holding our own in national average production per acre. 
Plant diseases, the insects, the forces of erosion and declining 
fertility are setting the pace. 

Perhaps the correct conclusion is that all too little has 
been spent for research and education. Estimates indicate 
that all manufacturing industry spends about one-half of one 
per cent of gross income for research; that the chemical in- 
dustry spends two per cent, and that some chemical com- 
panies spend four to six per cent. ‘The entire outlay for 
agricultural research appears to be not more than from one- 
tenth to one-seventh of one per cent of the gross farm 
income. 

In sharp contrast to these situations, two highly encourag- 
ing facts speak a message of their own. 

First is that production per man has increased enormously. 
Automotive and electric power and improved equipment have 
dramatically enlarged the output of one man’s work year on 
the farm. A constantly lessening percentage of farm popula- 
tion has been able to provide abundant food and fiber for a 
constantly growing urban population. 

Second is that farmers have gained increasing control of 
the marketing of their products. ‘Their task is yet large, but 
the sound achievements of the past promise further advances 
yet to come. Several agencies, including those of govern- 
ment, have made contributions toward these two major 
gains. 

The significant point, however, is that the overwhelming 
share of credit must be accorded to individual effort and to 
private enterprise. Government can not build efficient 
marketing machinery nor make sound marketing decisions. 
One has only to view the costly blunders in food maladminis- 
tration during the war years. Government invents no trac- 
tors. Government can prevent but it can not invent. 

Progress in productive effort and improvements in man- 
agement are due not to government but to freedom from 
government. 

Today I am gratefully conscious that I am addressing a 
group of agriculture’s most distinguished, most successful 
and most conscientious leaders. You are men who are 
regularly called upon to consider the policies of agriculture. 
Your positions place grave responsibility upon you, because 
your expressions influence and guide the thinking of two 
million or more of America’s leading farmers. The new con- 
ditions of the present call for your profoundest reflection. 

Now, at the end of a great war, American farmers in 
common with the rest of humanity are about to enter the 
second half of the twentieth century. Already has begun the 
fourth half-century of the American experiment to deter- 
mine whether a great people can govern themselves and 
remain free. Mankind has entered the atomic age faced 
with a formidable new question mark as to the very dura- 
tion of civilization itself. 

The human race enters this new period on an earth filled 
with hatreds and contentions, full of poverty and misery, 
replete with problems and uncertainties. In this whole world- 
wide sea of troubles the one bright island of freedom is 
this American republic; and even here the bright light has 
been seen to flicker. 


Sakina ken Daxonsan tens 
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‘The most productive asset of the American people has been 
this freedom. Freedom has inspired Americans to produce 
and has enabled them to consume more wealth than any 
peoj le on earth ever before imag ned. With all his wealth, 
his individual freedom is the American’s most precious per- 
0 ial pOssesslul 

All hopes fe 


ple rene 


1. 
yy the future center upon the restored com- 
s and the preservation of American individual free- 
fom. 

| wonder whether it may not now be in your hands, as 
‘he leaders of American Agriculture, to decide this future. 
rou, and possibly you alone, may still possess the power to 
retain for the American citizen the liberty that he has en- 
I do not yet concede that the die has been cast. | 
jo not believe the funeral bell of freedom has yet struck. 
‘The hour is indeed late, but not yet too late! 
is dark if agriculture and labor and busi- 
ies, continue to lay their problems in the lap of government. 
Any nation can grow a super-government. All that is neces- 
vary is the fertilizer of public indifference. But no country 
can grow the si the supergovernment. The 
only safe course is to keep government whittled down to the 

the men who can be found. 
(jJovernment can attempt problems only by 


oyed, 


‘The prospect 


ipermen to run 


size oT 
the exercise 
if power. ‘The problems are seldom solved. ‘They are only 
magndied and multiplied. “Phen government power seeks 
further extension. ‘Phe outcome is inevitable. Government 
assumes the power that individuals relinquish, and in time 
freedom ts bargained away. Government 
ervant and becomes the master. 

Individual freedom has but one permanent enemy. 
‘nemy iS government. 


ceases to be the 


‘That 


‘The oldest struggle in human society is the struggle be- 
‘ween authority on the one hand and freedom on the other. 
Authority has always been the eventual victor in the struggle. 

The American torefathers set up for us the first servant 
zovernment, the first government that ever was restrained 
for as long as 140 year. trom devouring the liberties of the 
‘Then the restraints were relaxed. Authority, as 
tlways, proceeded to encroach. Another decade or so of drift 
end the liberty Americans have prized will be gone. All de- 
‘isions will be made by government. As usual, they will be 
made badly. As liberty disappears, the productivity of the 
veople will decline. Upon us all today will rest then the 
xdium of having bequeathed to our American posterity a 
return to the condition which has been common to man 
throughout history, the state of serfdom and poverty under 
the tyranny of authority. 


people. 


Does American agriculture still have the courage and 
stamina and the will to stand up and fight for freedom? 
I believe it has. Does agricultural leadership have the vision 
and integrity to lead farmers the hard way? Does it have 
the grit and guts to take the tough paths rather than the 
easy descent? That is for you to answer; I believe it has. 

The majority of the American people are still sound in 
their basic devotion to American freedom, but they need to 
be told the truth. Those who till the soil and husband the 
livestock are still individualists but they need to be heartened 
tor the struggle. The American farmer knows down in 
his heart that he can not at one and the same time suck 
the public tit and still be the backbone of the nation. 

You know and | know that he prefers to be the backbone. 
He will tollow the kind of leadership that is courageous and 
right. 

What, then, is within the power of agricultural leader- 
ship to do? How can agriculture lead the fight to make 
ertain that American freedom shall not die in our time? 

This is a period when minds need to be detached from 


the monetary confusions, however pressing; a time to adhere 
rigidly to the true fundamentals of American progress and 
happiness. 

Foremost among these fundamentals is that government 
must always be only the servant and never the master. When- 
ever and wherever more power is proposed for government, 
in any field on any pretext, true leadership will arouse the 
people to relentless opposition against that proposal. Even 
though agriculture may be promised benefits, then will be 
the time to sound the alarm, to adjure the people to re- 
member the principle. A slogan to cry from every plat- 
form and into every microphone and constantly repeated 
into every ear might well be, “Government must be only 
our servant and never our master!” 

Consistency and reason then call for a review of the 
laws of the land and a persistent demand for the repeal of 
all those whose effect is to make government the master, in- 
cluding all such which assume to make agriculture the par- 
ticular beneficiary. Let us buy no more ten billion dollar 
yokes upon freedom nor move multi-billion mortgages upon 
the future. 

All human experience teaches that no people, either as 
individuals or as a nation, can for long spend and consume 
more than they earn and produce. Agricultural leadership 
has a conspicuous opportunity to present the 
dramatic and sound demonstration of its sincere and patrictic 
devotion to this principle. 

No department of government has grown more costly 
and cumbersome and extravagantly futile than the Depart- 
ment of Agriculture. Why not lay the facts before Ameri- 
can farmers and urge them to act? Why not strip the 
Department of all its excrescent administrations and agencies 
and boards and peel it down to its original useful essen- 
tials of research, education and police work? The really es- 
sential services of the Department can be conducted on a 
liberal scale for one-fifth or less of the recent appropriations. 
What more exemplary and wholesome program could agri- 
culture set before a bewildered and overtaxed American 
public. 

Every principle of prudence, every signal of danger, com- 
bine at this moment to warn that government must be re- 
converted to economy. What better public relations pro- 
gram could agriculture adopt than to be the first to cease 
to seek special favors from the federal treasury? By what 
single stroke could more confidence be gained from the 
American people ? 

The power of agriculture to lead the nation back to po- 
litical sanity and economic prudence is no mere moral 
power. Farmers can, if they choose, elect two-thirds of the 
members of the House of Representatives and three-fourths 
of the members of the United States Senate. It might be 
more than interesting once to organize the political power 
of agriculture for a crusade, not merely in behalf of agri- 
culture, but in behalf of freedom and solvency for the 
American people. 

The influence of such leadership would be spectacular and 
far-reaching. Once having swept its own backyard, agricul- 
ture could be in position to insist that all special powers in 
behalf of any special interests should be eliminated from 
yovernment. Right-thinking, independent citizens in every 
corner of the land would rise in support. The patriotic 
challenge of agricultural leadership for federal economy 
might well put the nation on the high road to solvency. 

A healthy diet of economy for government will be the 
first step toward strengthening again the sinews of individual 
responsibility and private liberty. The whole world might 
be presented with the unprecedented and heartening spec- 
tacle of the eclipse of human freedom arrested in midpassave 
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and of individual liberty emerging from the creeping shadow 
of governmental power. 

Have farmers become so conditioned and softened by lean- 
ing on government that agricultural leaders can not risk 
advocating the bold, hard course of common sense? [ do not 
believe they have; and, if such were the case, what could 
be said except that agriculture then needs new leaders? 


Another question may be asked: Has agricultural lead- 
ership become so accustomed to standing hat in hand before 
the gods of government that it can find no other way to 
justify itself? To that question the answer must be the 
same. For simple observation of agricultural experience and 
plain common sense reveal a thousand unfinished avenues 
toward a higher standard of living for the farmers of this 
country. 

Farm income is the product of a simple equation: Quantity 
times Price minus Cost equals Income. 

Agriculture’s production, processing and marketing meth- 
ods in many fields are still crude and barely economical. 
Quality and attractiveness to consumers do more to de- 
termine price than does legislation. Our basic knowledge of 
soils and fertility is far from adequate. Agriculture’s appli- 
cations of mechanical power are still inefficient and in- 
complete by industrial measurement. Costs of production 
are still a basic factor about which much can be done, and 
not a little by further applications of cooperative principles. 

The greatest single crop problem is cotton. Legislation 
has only magnified the problem. This marvelous American 
fiber has been virtually priced out of its foreign market 
and is threatened by governmental blunders with loss of 
more of its home market. Cotton has suffered more from 
Bankheads than it ever has from the boll weevil. One-tenth 
of the lavish funds squandered in the name of cotton these 
last fifteen years, if intelligently spent in scientific research, 
could long before this have increased the usefulness and 
value of cotton itself, and could have freed it from surplus 
fears by establishing more profitable oil, starch and other 
crops on the acres that ought no longer to grow cotton. 

| believe it can be said without fear of challenge that 
one new crop, the soybean, has accomplished more genuine 
agriculture adjustment in the cornbelt than all the federal 
checks that have been mailed from Washington to the rural 
routes of the middle west. 

Much too little has been said about the unhappy fact that 
for a decade and a half the United States has been im- 
porting more agricultural products than it has been ex- 
porting. That has been true simply because American agri- 
culture has not been producing the kinds of goods American 
consumers have been demanding. Our farms are capable 
of producing most of these goods. Would it not be simple 
common sense to avoid the production of more cotton and 
more wheat and more of anything else than the most profit- 





able market in the world will buy, and to direct the most 
energetic efforts toward producing instead the oils and 
starches, the rubber and sugar and the other products which 
this market eagerly absorbs? If it is needful that govern 
ment be used as a servant to conduct research or to protect 
the producers, why should not the services of government 
to those ends be utilized? 

The standard of living of farm families will rise in pro- 
portion as farmers are able to produce abundant quantities 
at low costs of the kinds of foods and fibers for which the 
American public will most willingly pay. The leadership 
that bases its programs upon that simple concept will make 
the most enduring contribution to the advancement of farm 
living. 

However, this is not the occasion to outline the details 
of a long-time agricultural program. That is a task which, 
at this juncture in history, deserves the free, unfettered 
thinking of the most creative brains that agriculture can 
bring to attend it. But no minds will be wise enough to 
devise new programs that will work in a bankrupt nation; 
and no programs will work in a despotism. 

These are times, gentlemen, when minds need to turn to 
simple things. Perhaps for a few of these winter nights all 
of us might do well to leave the brief cases at the office 
and to read again the pages of the Bible, and to re-read 
the Declaration of Independence and the Constitution of the 
United States. We might do well to stay home a few days 
and walk over the fields, or to stand in the shelter of the 
barn door and reflect upon the relentiess and yet benevolent 
forces of Mother. Nature. The laws of nature are relent- 
less. They can never be disobeyed without exacting a penalty. 
Yet they are benevolent, for when they are understood and 
obeyed nature yields up the abundance that blesses those 
who understand and obey. 

Neither as a nation nor as individuals can Americans 
ignore the laws of nature without suffering her penalties. 
One of her laws is that those who survive must be strong 
enough to fight. | am confident that American agriculture 
is not only strong enough to fight, but strong enough to 
lead the fight. I believe that the farmers of America today 
can be aroused to contend in the spirit of the embattled 
farmers of Lexington and Concord and Valley Forge, in 
behalf of solvency and sanity and liberty. And I see all 
too few signs that, unless some one does lead this fight, and 
lead it now, individual liberty and personal freedom will 
even in America survive the twentieth century. 


To you who are in the positions of agricultural leader 
ship now let me plead that you shall not under-estimate 
either the independence or the power of the farm people of 
America; and may we pray that no one of us will ever sell 
American freedom short. 


The Despair of Peace 


OUR NATIONAL SECURITY 
By RUFUS CARROLLTON HARRIS, President of Tulane University, New Orleans, Louisiana 
Delivered before the Young Men’s Business Club of New Orleans, New Orleans, La., Nov. 7, 1945 


LMOST ten years ago a book entitled “I found No 
Peace” was written by Webb Miller. His conclusion 
was that peace had no real chance to live since its 

roots were already deeply undermined. Indeed, war was soon 
upon the world. But throughout all the horrors and suffer- 
ing there was still the hope that when peace again should 





come it would restore order and sanity. Was that a fugitive 
hope? 

We are acquiring a fear of peace. The fear is not always 
acknowledged. It has had little direct expression. But it ex- 
ists and it is growing. The fear is that the peace will make 
those terrible war years seem like a tune of hope and opti- 
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mism ; that the problems of peace will prove worse than those 
of war; that though the war did keep us comparatively united 
and effective as a society with its external discipline relaxed 
there is danger of our disintegration; that whereas war 
brought us hope and courage, peace may bring disillusion and 
despair. Consequently, there is growing in the minds of peo- 
ple an enveloping sense of discouragement. Such a mood is 
ictively harmful to the effort to restore the sanity and poise 
needed to rebuild a broken world, This sense of helplessness 
stems from several conditions, 

One condition contributing to our growing sense of help- 
lessness is that our civilization has become one of extremes in 
division of labor and specialization. Whatever we do or de- 

ide not to do we feel coerced by forces not controllable, and 
venerally not understood, within the effective range of our 
‘torts. 

A second condition contributing to our growing sense of 
ielplessness is that peace is being imperiled in various ways. 
‘The promise of the rest of the century should be peace. It is 
the first requisite of our own civilization. It is essential to 
our own growth and development as a nation. But peace im- 
periled causes a sense of unusual discouragement and help- 
lessness. ‘The chief way peace is endangered is by the agita- 
tion for universal peacetime military conscription. No illus- 
tration of frustration, discouragement and helplessness is 
more apparent or dangerous than the recent proposal by 
President ‘Truman urging universal peacetime military train- 
ing, in the light of the world’s frantic yearning for the avoid- 
ance of war and for planning and training for peace. 

The proposal for peacetime military conscription is based 
in the fantastic army propaganda which suggests that if we 
do not confiscate an entire year of the lives of all our youth 
for military drilling and marching, the atomic bomb will 
destroy us! Such reasoning would be ridiculous if it were not 
«0 dangerous. Reliance on such training is the one certain 
way of having atomic power destroy us if ever it shall be used 
against us. Everyone except the military men must know that 
scores of years of such drilling and now out-of-date training 
can avail nothing against the new atomic weapon. The peace 
of the world may have to be built on power, as the President 
stated. | do not know. But I do know that it will not be 
built on the kind of power he suggested. A year of training 
with bows and arrows would be as effective. Surely we must 
find a smarter way to safety. 

\ly oppesition to compulsory military training is based on 
deep and fundamental realism. The issue is not universal 
inilitary traiming, but it is national security. I share the de- 
sire of every American that our country be made secure. The 
best method of obtaining that security is the issue. I do not 
believe that compulsory military training is the best way. 
Indeed, | believe there are at least four grounds on which it 
should be rejected. 

1. It is futile. The national security is more likely to be 
imperiled than not by relying on such training. The proposal 
passes over the fact that for better or for worse atomic power 
has plunged us through the gateway into a new world. 
\tomic power may mean as much to the world as man’s dis- 
covery of how to use fire. In this new condition we are not 
likely to have lengthy wars. If nations confuse and foul-up 
their diplomatic relationships with each other, there is not 
likely to be any deliberate severance of relations followed by 
a declaration ot war. Through their sabotage agencies they 
will place these bombs at stragetic places only to release them 
by remote control at the critical moment, and the vital force 
of the opponent will be destroved before any military defense 
could be resorted to. The distinguished scientists who created 


this bomb have solemnly warned that the secret of the bomb 
cannot be withheld. Such knowledge is never capable of such 
isolation. “They have warned, moreover, that the bomb is 
capable of killing not thousands but millions. General Henry 
H. Arnold, Commanding General of the Army Air Forces, 
recently reported the availability of jet planes, now in pro- 
duction, flying at a speed approaching that of sound. He 
described rockets, precisely controlled by electronic devices, 
flying even more swiftly for targets thousands of miles away. 
‘To meet this revolution in power for warfare by compulsory 
military training would be an example of meaningless and 
idle folly as a planned way.to national safety. Actually years 
of such training instead of one would avail nothing in the 
form of security. A new factor has been added to the question 
of warfare and the entire problem must be restudied and re- 
worked in the light of the new conditions by new minds. 

2. It is extravagant. This proposal includes a very danger- 
ous attitude of disregarding expense, which has developed all 
too rapidly in this country. | am refering to the general re- 
luctance of our people to give adequate and realistic consid- 
eration to the expense of a national proposal. Several factors 
have brought about that condition. First was the enormity 
of government spending and extravagance in the depression 
years. I do not here propose to debate the wisdom or the suc- 
cess of such expenditures. | refer only to the undebatable fact 
that they were so rapid that people lost all concern over their 
costs. A second was the advent of the war with its enormous 
expenditures. Military people, of course, never worry about 
expense because they are called upon to win the war and are 
invited to forget economy. But neither that condition nor 
that attitude can be endured forever. Somewhere, sometime, 
somebody will have to reckon with the costs of it all. Possibly 
there are some who feel as a notorious politician expressed 
himself when he said, “I am concerned only with myself. 
I do not care what my children or grandchildren will have 
to face.” We have already a colossal national debt. At the 
end of the other World War the total of private debt in this 
country was two and a half times that of the total of public 
debt. Now, at the end of this one, public debt is more than 
ten times the total of private debt. Compulsory military train- 
ing is expected to add several billions—not millions—of 
dollars to the cost of the government each year. It is true 
that one may not compare such costs with the costs of war. 
But compulsory military training is not a war proposal, it is a 
proposal for peace. Its costs are to be considered as extra and 
above the annual costs for the regular appropriations for the 
Army and Navy. 

It is not only extravagant in dollars, it is also extravagant 
and wasteful of our resources in manpower—to which we 
have given less consideration than we have to our oil fields. 
A proposal to draft all the young people for screening to find 
those of special talent w'io should be given training for the 
national defense, which must be a race of brains, would be 
defensible. It is the antithesis of the army proposal. That 
proposal will deter the development of any real talent by 
placing all of it in military camps. A year of such interrup- 
tion will cause a very large percentage of these young people 
never to resume their preparation for the future. No one 
should fail to take account of the harm which the year will 
do to their moral character. It would be a dangerous doctrine 
to propound that the kind of future which our children are 
likely to encounter will not require the most extensive edu- 
cational and moral training. I can think of nothing more 
extravagant of the country’s assets in an intelligent citizenry 
than one which is calculated to interrupt and impair the 
training of its youth. Moreover, in the physical sciences men 
are already compelled almost to approach middle age before 
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their training and internship is completed. Consider the case 
of the physician for instance. This proposal would add an- 
other year to his age before he could begin practice. Such 
is not an unimportant biological factor in our society. 

Our resources in highly trained men in any field of science 
or in any work of critical importance already have become 
gravely depleted. The selective service boards have drafted 
all the young men who would have repleriished the lot of 
them. Under a misconceived idea of democracy, none was 
exempted for such training. The Army never learns that 
there is no democracy in waste. The general effect of the 
notion was that selective service should make no effort to 
be selective; that if the military machine demanded man- 
power it should be supplied with any able-bodied man, if only 
eighteen years of age, without reference to any greater need 
or use which the individual could serve. That policy was 
extravagant and reckless even in the most critical hour of 
the war. Its continuance today is little short of absolute 
folly. The number of able-bodied men in this country who 
are now receiving advanced training in any field of know!l- 
edge—in physics or chemistry or in any science, is scarcely 
twenty percent of the prewar figure. Even now, months after 
the surrender of our enemies, not a single eighteen-year-old 
pre-medical student may yet receive any real consideration 
by a draft board. Not a single eighteen-year-old male stu- 
dent may receive advanced training in any field of knowl- 
edge. Yet they are the stuff from which our future atom 
bomb scientists, our radar, electronics and medical geniuses 
must come. Why is this challenge to America’s technological 
supremacy in the postwar era permitted to continue? None 
of the warring nations, allied or enemy, was so wasteful or 
so shortsighted. Officials in two of our most distinguished 
scientific institutions, one in New England and one in the 
West, have stated that throughout the war period every place 
in their institutions could have been filled with Englishmen, 
Russians, Australians, Canadians or Chinese. These students 
were continued in training by their governments as a safe- 
guard for the future. Every nation among our allies sought 
to insare its postwar restoration by setting aside the youth 
who possessed unusual ability. They did it, strangely as it 
may sound to the militarists, as a measure of national secur- 
ity. This condition, contrary to what some people think, 
means very little to the welfare of the universities, crowded 
as they are and faced with the return of thousands of vet- 
erans. It means everything, however, to the welfare and 
future of this country—in peace or in war. 

If it is not national security, but certain expected individ- 
ual values in military training we desire, compulsory military 
training is further extravagant. For example, the reason 
offered by Mrs. Roosevelt for endorsing the proposal is in- 
dicative of superficial thought. She supports it “to teach 
democracy to our youth.” That is a novel conception to me, 
an ex-soldier, that the Army exemplifies democracy by its 
rigid caste system of rank or by training its personnel to 
absolute obedience without question of all orders and dogma 
which come from superior authority. There is certainly 
nothing democratic about that. 

Some assert that a year of military training will be good 
as disciplinary training for our youth. It is possible that it 
would for a few. There are all kinds of young people. But 
it would be an extravagant program to propose for that pur- 
pose. Military discipline is something that may be taken off 
or put on like a coat. Real discipline must come from 
within. It must spring from deep resources; it must be 
learned at home before a youth is old enough for military 
service. Parents cannot delegate this job to the sergeants. 
It has been observed that many who argue the case of mil- 


itary training on the basis of discipline are themselves so 
undisciplined that they do not understand its meaning. 

There are others who assert that this training will improve 
the health of young people without reference to discipline. 
Perhaps it would. But if we are embarking on a public 
health program we should begin with much younger children. 
Besides, free medical care for all children may be obtained 
more efiiciéntly and more economically by other means. 

‘Those who assert that such a year of training would be 
good for the moral character of our youth are indulging in 
sheer romance, if not folly. There are aspects of Army life 
that despite the best precautions are destructive to morals. 
Certain vices are inherent in its life. Indeed, if the measure 
is sought on the basis of moral worth instead of national 
security it should be resisted by every agency for moral bet- 
terment in the country. 

Another note of extravagance is involved in the assertion 
that it will make youth more serious minded—that they will 
return knowing what they desire in education and in all 
their lives. But such a year still cannot give them the back- 
ground to make a wise decision. And | can imagine with 
what pleasure the business man will receive in his organiza- 
tion the youth who knows exactly what the business ought 
to be doing. The Army methods may become quite proficient 
in certain kinds of intensive training. But it remains true 
that the services know but little about education—at least 
they have not proved that they do in the service academies. 

While all of these various by-products may have some 
value for some people, we cannot be individual about uni- 
versal military training. ‘The measure does not propose to 
send those who need military training and not those whom 
it would harm. So we cannot consider it as a measure of 
value to youth. We can only consider it in the interest of 
national security. I believe the Army officers assert that they 
advocate such training on that basis alone. 

3. It is untimely. The Truman proposal is profoundly 
cynical. It is more harmful than were the avowed opponents 
of the United Nations pact which grew out of the San Fran- 
cisco Conference. The argument is heard that our military 
leaders favor the proposal. Doubtless they do—and for many 
reasons. But we should never expect military leaders to 
think of avoiding wars. Their training is to resolve them 
to a successful conclusion after the statesmen have started 
them. But our people should try to give some thought to 
war's avoidance. The United Nations pact signed in San 
Francisco was a step toward avoiding future wars—a short 
one perhaps, but nevertheless a step. It was inspired by us. 
It was sponsored by us. It is discouraging that even now, 
only a few months after we signed the pact, we, the most 
powerful nation on earth, should have no confidence in its 
possible results; we wish to turn our backs to the peaceful 
hopes of the world; we declare that the way to magnify the 
peace is to proclaim the certainty of war. The discourage- 
ment of our veterans who fought the war for the bright 
future promised to them will become embittering, and the 
sacrifices of the men who died for us cannot be made to 
appear fully justified by such a course. 

If there is to be a world of peace in which we may live 
Russia and the United States must dwell in peace. That is 
absolutely essential. War between them would be fatal, as 
fatal for us as it would be for Russia. There are already 
enough sinister forces tending to push the two countries into 
misunderstanding and collision with each other. ‘There are 
sinister forces who out of their hostility to Russia will seek 
every effort to magnify every possible difference between 
the nations. Some of these forces may attempt to embroil 
us, thus to use us to pull their chestnuts out of the fire, or 
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to fight their own ideological battles. What do you suppose 
Russia thinks that this proposal means? At whom do you 
suppose she thinks it is aimed? If you were a Russian how 
would you feel? We know well enough that they will be- 
lieve that it is aimed at them, as it is. It is not aimed at 
England. Our enemies, Germany, Jar:n and Italy, are 
liquidated and we expect to keep them in hand. It is not 
aimed at Spain, or China, or Turkey, or Mexico, or at any 
of our neighbors. We are to be pitied if our country is in 
the hands of people who are bent upon so confusing our re- 
lations with Russia that even now we are sowing the seed 
for the war to destroy the youth of the next generation. | 
am not so much concerned for their elders—they are hope- 
less anyway. But | am concerned for the children. “Vhey 
are too young and defenseless now to cry out against this 
madness. ‘heir parents should do so for them in no uncer- 
tain way. This unhappy proposal constitutes an active threat 
to peace and discourages our people from enthusiastic effort 
to rebuild a broken world. 

+. There exists a better way. ‘The proposal suggested by 
President Truman tor national security is desperately inad- 
equate. We can and should employ more practical, modern 
and realistic means toward the end of national security. Some 
of these are: 


1. A permanent research council with permanent and 
adequate personnel and laboratories. 

2. The means of prompt production of the essential new 
instruments of warfare. 

3. A system established in the colleges and high schools 
as well as the service academies to develop trained tech- 
nically proficient officer personnel. 

4. The nucleus of a highly trained mobile regular army 
of volunteers. ‘his is thoroughly practical if the in- 
ducements for such enlistments are made sufficiently de- 
cent and attractive. 

5. An adequately trained and equipped National Guard 
in each state. ‘This guard never has been dealt with 
generously by the War Department. 

6. An efficient War Department with a general staff 
smart enough not only in tactics and strategy but in 
world politics to know what is going on in the other 
nations of the world. 

7. The strongest Navy on the seas on the Navy's tra- 
ditional basis of voluntary enlistments as advocated 
recently by Admiral Nimitz. 

8. A thoroughly adequate air force. 

9. A single War Resources Board. 

10. Assuredness of industrial preparedness. 


An honest examination of this decalogue of provisions for 
our national security will reveal that it offers far more secur- 
ity to this country than would any number of years of com- 
pulsory military training. 

A third condition contributing to our discouragement and 
sense of helplessness is the existence of major tensions within 
our country which are a constant invitation to danger. There 
exist today divisive tensions of the utmost seriousness, ten- 
sions which in some measure impeded our effort even in the 
war. They will not cure themselves, and there are no signs 
that the various agencies that have been laboring with them 
hitherto will suffice to cure them. If they are not very greatly 
relieved, it is unlikely that our nation could again achieve 
sufficient unity to enable it to withstand such peril as it has 
withstood. France was reduced by the aid of similar dis- 
order. It seems plausible to suggest that at this time we are 


being confronted with a scale of disorder similar to the pre- 
war situation, dangerous enough to destroy us unless there 
is found some way of avoiding it. The arrogant labor strikes 
and other manifestations of personal and public selfishness 
and greediness never showed more sinister possibilities. Now 
that the shooting phase of the war has ended, our economy 
is being suddenly brought face to face with tests which may 
be too difficult for it to withstand. 

I have recited three of the principal conditions which en- 
danger us and which cloud our people with a sense of tear 
and discouragement which I mentioned at the outset. It 
seems obvious that this nation is headed toward an era of 
extremes of action. 1 do not understand how any thought- 
ful person can escape the evidences of it. The headlines of 
any newspaper proclaim it. A social order must be conceived 
as a moving equilibrium. Ours is losing balance. The chief 
means which I see to correct this is humanistic education in 
the most extensive sense, to provide for all youth a more 
orderly and humane conception of private, public, national 
and international living. That I believe is our best and final 
hope, and its promise is fugitive at most unless it is com- 
pletely free. There must be created in the new generation 
the competence in the social sciences that is presently dein- 
onstrated in the physical sciences. The increasingly voca- 
tional character of public education in the last half century 
has tended to train youth for specific jobs at the expense of 
education as a social and political being. It has resulted in 
a higher regard for individual advancement than for thie 
general welfare. This is not a happy condition. We may 
very well be approaching that crisis in our existence which 
has been characterized as “a race between education and 
catastrophe.” Whoever attempts to manage society the latter 
half of the twentieth century is bound to fail without the 
broadest comprehension of what the great thinkers of the 
past have reflected on the state, the chu:ch, and on all man- 
kind. 

All men‘of good will are needed to help in this new period. 
‘The University and the good citizen, needing each other as 
they do, should walk closely and understandingly with each 
other and realize that our best hope for a bright future is 
a perceptive youth and citizenry. Our task is to construct, 
nourish and preserve a pattern of living and learning ade- 
quate to inspire a national faith in a destiny of peace. Such 
a need is critical. It will challenge every patriot to serve 
his calling in the broadest historical comprehension. ‘lo 
despair of peace is to jeopardize peace, and we should not 
continue to imperil our so recently won victory by thought- 
less leadership. 

Here, once more, in another critical and formative period 
of our history, when suicide is the only alternative of peace, 
is the majestic moment for the American patriot. We have 
won the war—militarily speaking. There is no doubt of 
that. But whether we succeed in escaping disaster from the 
mental and economic disorder involved in the backwash of 
the war is another matter. The annihilation of the enemy 
is no sufficient guarantee of the bright future. The tradi- 
tion of trustworthiness, unselfishness, caution and restraint 
which characterized the patriots in our first critical period 
is available to inspire and move the patriots in this national 
crisis. The crisis of this period is no less real. If we are to 
bring to full realization our high hopes and purposes we 
must unify and motivate our national life. We must develop 
in a peaceful society the highest attributes of real patriotism. 
I do not believe this is too much to expect of us. It was not 
too much for our forefathers who began the great American 
tradition of patriotic national service in peacetime to match 
their gallantry and heroism in war. 
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